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A boy—a girl—a car...a sunset by the SCae 


It’s A DREAM OF A spoT for a sight-seeing stop... anda 
dream of a car in which to drive there! 

Only one thing is missing from the picture. The ad- 
miring audience that this thrilling Studebaker usually 
draws isn’t grouped around. 

Sleek and low—agleam with gay, exciting color—up- 
holstered and appointed to a new peak of perfection— 


there isn’t another converuble with the style of this one. 





’ 


It’s the blue blood of all today’s sports cars, too, in sure- 
footed handling ease—and the deep-bedded comfort of 
its ride is beyond description! 

See all the fabulously fine Studebaker Champions and 
Commanders — the dramatically different new sedans 
and coupes as well as the low-swung new convertibles. 

And for luxury without a luxury price, there’s a spe- 


cial new extra-long-wheelbase Studebaker Land Cruiser. 


STUDEBAKER 


first in style... first tn comfort... first by far with a postwar car Bend 27 


Studebaker ¢ 
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For Americans only 


Every decent American of course wants to share, 
to prevent hunger and want anywhere. Therefore 
this is addressed not to recipients of the Marshall 
or European Recovery Plan, but to Americans only. 


* One of the most significant facts about the 
European Recovery Plan is never mentioned. 
It is that this Plan, (without which the entire 
civilized world might very well collapse and be 
crushed into slavery)—this Plan would not be 
possible if it were not for capitalism. 


It is only America that can even hope to do 
the job— because of modern machines which 
enable our workmen, on farm and in factory, 


to produce more. 





We have the modern machines because under 
capitalism Americans have been able to save 
money and invest it in more and more modern 
tools, hoping to share in the increased production 
they made possible. 


And it is that increased production which is 
pouring out now to save millions of lives and to 
save civilization from ruin. 


Isn’t that proof and success enough for any 
system ? 


WARNER 
& 


SWASEY 


WY Co Lod o bb oC IM Kole) C-) 
Cleveland 


YOU CAN MACHINE IT BETTER, FASTER, FOR LESS WITH WARNER & SWASEY TURRET LATHES, AUTOMATICS AND TAPPING MACHINES 












INFLATION = CLIMAX?...............00008 P.11 
U.S. dollar buys less meat, less labor, 
less food, less clothing than at any time 
since 1782. But the dollar usually runs 
into trouble after wars. This article re- 
ports on the value of the dollar at a 
point that may be near inflation’s climax 
after World War II. 


BUSINESS VIEW OF BOOM............ P.14 
Americans still are buying goods. They 
want building materials, lawn mowers, 
power tools, children’s clothing. Business- 
men expect the boom to keep going into 
1949. But there are disquieting signs 
in many sections of the country, particu- 
Jarly in luxury trades. 


RISE IN AUTO PRICEG.................... P. 16 
Low-priced automobiles are not in sight. 
Instead, costs are rising. Most buyers will 
have to pay at least $1,500. Here is a 
1948 price list of the new cars. 


UNHAPPY GONGRESS:.............5660: PAF 
Legislators are going through the mo- 
tions, but little is being done. Washington 
is hot. A campaign is coming up. Many 
Congressmen are critical of the Presi- 
dent. This is a report on the probable 
meager accomplishments of the special 
session. 


SOVIET CONSUMER’S PLIGHT........ P. 18 
Prices are going down in Russia. But buy- 
ing power of the Soviet worker still is 
tiny compared to that of an American 
worker. U.S. consumers, if they had 
Russian standard of living, would con- 
sider themselves poor indeed. 


DR. RHEE’S PROBLEMG.................. P. 20 
After 30 years of waiting, and hoping, Dr. 
Syngman Rhee has become Korea’s first 
President. Hitch is that he heads only 
Southern Korea. Before him is the job of 
uniting the nation despite Soviet oppo- 
sition to his leadership. 


News within the News 








AIR-TRANSPORT PROGRESG.......... P. 21 
New planes and new economies are open- 
ing up new possibilities for air transport. 
The Berlin “air lift” has been more suc- 
cessful than its sponsors dreamed. 


TROUBLE IN RUSSIAN BLOC..........P. 24 
Day of reckoning is approaching for 
Soviet imperialism in Eastern Europe. 
The satellite governments are tired of ex- 
ploitation. Poland, Czechoslovakia, Bul- 
garia and Yugoslavia, look enviously at 
the progress of Western Europe. 


LATIN-AMERICAN MARKET............ P. 26 
Money. That’s the trouble in Mexico, and 
in much of Latin America. U.S. dollars 
have been drained away. Controls haven’t 
worked. How Mexico’s. latest move—de- 
valuation—disturbs U.S. businessmen 
while it attracts U.S. tourists. 
° 


WHERE IS BOOM HEADING?........ P. 34 
Business future is uncertain. Mr. Eccles 
foresees trouble—real trouble. Mr. Mc- 
Cabe predicts more boom. The Presi- 
dent’s Council of Economic Advisers says 
“instability.” This is a text report on the 
views of the experts. 
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outgrown the old size, too 


The telephone facilities that seemed big 
enough before the war are not nearly big 
enough for now. So we've been hard at 
work on our biggest expansion program. 

Just in the past year, we started work 
on 1500 new telephone buildings or 
additions to present buildings. In the 
three years since the war, we've added 
nearly 9,000,000 new Bell telephones. 
And still more are necded! 





It shows how the Telephone Company 
must keep growing to mect your needs. 
To serve a nation like ours, the Bell 
System can never be too big. 

We're going full speed ahead 
with this expansion program so that 
evervbody, everywhere, can have 
more and better telephone service than 
ever before. 






BELL TELEPHONE SYSTEM 
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Congress. Republican leaders on the 
telephone with Governor Dewey, as head 
of the party . . . Republican indignation at 
President Truman’s “score card” for 
measuring accomplishments of the ses- 
sion . . . President Truman . proposing 
price and wage controls while G.O.P. 
members plan a quick end to the session 

Senator Taft, of Ohio, Republican 
leader, accusing the President of “dema- 
goguery” and asserting Congress would 
be justified in adjourning at once... 
Southern Senators grimly gathering vol- 
umes of material for use in filibustering 
the anti-poll-tax bill... A new drive to 
push through the Mundt-Nixon Com- 
munist-control bill . Another drive, 
from Wallace forces, to repeal the peace- 
time draft . .. These and other proposals 
languishing because of the Republican 
determination to end the session soon... 
Congressmen amazed to find prices in 
the House restaurant up since adjourn- 
ment late in June. 


World affairs. Ambassador W. Bedell 
Smith shuttling back to Moscow from 
London with the newest proposal of 
Western powers for settling the Berlin 
question . . . The Allies striking back at 
Russia by ending rail traffic between the 
Russian zone and Western Germany .. . 
Gen. Lucius D. Clay assuring worried 
Congressmen that the crisis is not a prel- 
ude to war. 

Secretary of State George C. Marshall 
naming a committee to find out whether 
Russian spies are coming into the coun- 
try in the guise of United Nations work- 
ers... U.N. officials indignantly deny- 
ing the right of the U.S. to make such 
an inquiry. 


Politics. Governor Dewey still spending 
most of his time at Pawling, N.Y., making 
plans for his next six months’ farm pro- 
duction . . . The Governor refusing to 
make Cabinet commitments until after 
the November elections Governor 
Earl Warren preparing for an_ early 
September swing across the country, to 
start his campaign as Mr. Dewey’s run- 
ning mate. 

President Truman and his aides watch- 
ing Congress for Republican slips that 
can be put to political advantage . . . Sen- 
ator Alben W. Barkley, Democratic vice- 
presidential nominee, grinning over a 
Missouri mule shoe given to him as a 
good-luck token by President Truman... 
Mr. Barkley promising the President a 
Kentucky four-leaf clover in return. 


Washington pageant. The Food and 
Drug Administration using monkeys to 
test the purity of foods, including gifts 
of edibles sent to the White House. . . 
Top Navy brass moving into the Penta- 
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-Acme 
OFFICIAL FOOD TASTER 
... the White House is on the list 


... The Federal Security Agency report. 
ing that Americans now have a life ey- 
pectancy of 67 years, on an average, but 
that women can look forward to 703 
years . . . Government officials and top : 
men of the oil industry in a huddle over 
prospects of a gasoline scarcity late in 
the summer and a heating-oil shortage 
next winter . . . The National Security 
Resources Board asking an “intelligent” 
dispersion of industry to make American 
war plants less vulnerable to the atomic 
bomb . . . A big Connecticut aircraft | 
plant actually moving all the way to 
Texas with its machinery and workers 
. . . Draft needs reduced by unexpect- 
edly heavy enlistments. 








—Acme 
NOMINEE BARKLEY & MULE SHOE 
... for running mate—a 4-leaf clover 
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“=| About the long end of a Shortage 
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way to Do you remember last winter's gas shortage? BOVAIRD & SEYFANG Mfg. Co. 
k : 5 z Bradford, Pa. 

ian The reasons for this nationwide shortage are many. Some cities need BRYANT Heater Company 

expect- 4 : . i ‘ . Cleveland, Ohio; Tyler, Texas 
pipe lines. Others—-stand-by storage plants. Dresser furnishes every kind CLARK Bros. Co., Inc. 
fe ded her H > | Ider we b-zer : pa, le : Olean, New York 
of equipment needed here, too. Huge holders or sub-zero storage plants DAY & NIGHT Mfg. Co. 

} for cities. then, for miles and miles behind these—the pipe lines, the mannertn, CARs. 


DRESSER Mfg. Division 





i ‘ : a a 
i | booster stations, even to equipment for drilling more wells or for manu- Bradford, Pa. 
7 . i P DRESSER Mfg. Company, Limited 
factured gas plants. It’s a long, long way from a new home in the north Toronto, Ont., Canada 
: . TERNATIONAL Derrick & Equipment Co., 
to a new well in the south. Dresser is ready with all the pieces, but it Pinay gg fauna Colt, 
no f . Marietta & Delaware, Ohi 
takes a long time for the industry to put them together. Dresser engineer- ner poe ae _ 
ing services are helping to shorten this long task of ending a shortage. Huntington Park, Calif. 
‘ “ : 4 ‘ — 4 PACIFIC Pumps, Inc. 
Dresser builds gas-fired heating appliances for home and industry. It Huntington Park, Calif. 
A ° : P : : PAYNE F ce Co. 
is one thing to make better devices for consuming gas. It is another to Beverly Hills, Calif. 


ROOTS-CONNERSVILLE Blower Corp. 
Connersville, Ind. 


Dresser does both for gas. SECURITY Engineering Co., Inc. 
; Whittier, Calif. 
STACEY BROS. Gas Construction Company 
Cincinnati, Ohio 
Stacey-Dresser Engineering Division 


PRES SEB 


SINDUSTRIES, INC. 


TERMINAL TOWER © CLEVELAND 13, OHIO 


engineer better equipment for the industry to supply its consumers. 





From well to refinery 
for the Oil Industry— 


From source to home appliance 
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for the Gas Industry 
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Political Pete, the people’s choice, was tired of cam- 
@ paigning. “No matter what I do,” he cried, “my oppo- 
sition’s gaining. I’ll seek new inspiration where I find 
a good night’s rest, at Hotel Pennsylvania where 


you really are a guest. 





2 








“This Pennsylvania bath is swell,’ the tired Peter 
e cried. “The water’s hot, there’s lots of soap; with 
snowy towels I’m dried. And furthermore, I now can 
please the voting disposition by promising cleap 


government and cleaner politician! 








3 “Now here’s my inspiration, it’s a winner,” Peter said. 
e “I'll see that every voter gets a Pennsylvania bed; 
eight hundred built-in springs and more insure a slum- 
brous bliss. Who wouldn’t vete for me if he could sleep 


as well as this?” 





At mealtime Peter’s spirits soared, the food was simply 
e great. He ordered all the things he liked, and ate, and 
ate, and ate! “That dinner was superb,” cried Pete, 
with politician’s voice. “The Pennsylvania meals and 


I are both the ‘people's choice’! 











rating 





Ag 








5. “The Hotel Pennsylvania’s in the heart of town,” 
e said Pete. “It’s close to business, shops, and shows; a 
handy place to meet. So take a tip from one who knows 


—you’d better make a note—when youw’re electing 
where to stay... give this hotel your vote!” 








geet 
THE STATLER HOTEL in 
Opposite Pennsylvania 


NEW YORK 
Station, 


























DIRECT UNDERGROUND PASSAGE 
FROM PENNSYLVANIA STATION 


P. S. Now you can make your reservations by teletype! 
Complete teletype service is now in operation in cvery 
Statler Hotel. For immediate replies, without uncer- 


tainty, use the teletype service near you. Writte 


U.S. 
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——4 A labor dollar is a 48-cent dollar in terms of hours of labor it will buy. 





simply 


eC, and 
| Pete, 


ls and 


———8 
Dollars, even so, are not things to be thrown around lightly. 
; Goods for 9 years have been gaining in value at the expense of dollars. 
Property, real estate, too, has been better to hold than money. 
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The dollar, worth less than at any time in 165 years, isn't to lose all 
value, isn't to fade away as some other currencies have done after wars. 

A living-cost dollar, even now, is worth 57 cents compared with 1939. It 
may become a 55=-cent dollar or even a 50-cent dollar, but probably not less. 

A commodity dollar, a dollar in terms of what it will buy at wholesale, is 
worth 44 cents. It might slip off to a 40-cent dollar or a bit less. 











The labor dollar may become a 45-cent dollar in months ahead. 

The dollar, however, is not going on forever losing value. It will not go 
year after year, losing more value each year. At some point, instead, it will 

start gaining value. That point comes when the boom trips up, when urgent needs 
are Satisfied or when prices get so out of balance that a crack appears. Best 
guessing now is that money will stop losing value sometime in 1949. It is be- 
ginning to be doubted that there will be a fourth round of wage and price rises, 
that the boom will get a new shot in the arm next year. 


: If and when deflation does follow inflation, as it always has..... 

A 75=-cent dollar in living costs probably will come back gradually. The 
dollar then would buy what 75 cents bought back in 1939. 

A 65 or 70 or even 75-cent dollar will come back in commodities. 

A 50-cent dollar, however, is about the most to expect in labor. Rates of 
pay won't decline much per hour. Efficiency may rise, though, to offset some of 
the effect of a cheap dollar in terms of hours of labor it will buy. 

There isn't a chance that a 100-cent dollar will come back. A dollar is 
very unlikely in any foreseeable period to buy as much as it did in 1939. The 
reason is that wage rates are underwritten by unions at high levels. Prices of 
farm products are to be Supported by Government. In time of trouble, there is 
to be action by Government to keep that trouble from getting out of hand. 











Money, however, is to start coming back into its own at Some point. 

Dollars, money in the bank, currency, savings bonds, some day will begin 
to gain in value at the expense of goods and property as prices ease. 

Money is superabundant at the moment. People are inclined to throw their 
dollars around. Yet that may not be a wise attitude if money soon is to start 
gaining in value, instead of going on losing value. 


Savings bonds will gain value, if prices go down. 

Money in the bank will become more valuable then, too. 

Debt will then become more burdensome, harder to pay off. 

This is not a good time to go into debt, if the boom is near its top, as 
most appraisers think it is. This is a good time, instead, to pay off debt, to 
use cheap dollars to retire debt that may have been contracted when dollars 
were worth more. It might be a good time to turn property into money. 
















(over) 
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NEWSGRAM--TOMORROW-- (Continued) 


The point is that something will be done about inflation in 1949, if not 
before. What's done will affect the supply of money, credit. 

Mortgage money is likely to become harder to get. 

Money for business purposes, too, won't always be easy to find. 

All money next year may cost a little more to borrow. 

Money tightening was started in early 1948, but, when tightening of money 
Started to take hold, started to cause some doubt about the future of the boom, 
the hold was released. In 1949 there won't be an election just ahead. It is 
to be remembered, as well, that Republican leaders say they intend to take some 
steps to get a tighter hold on the money supply and its use. 





Farmers are first to feel it when the dollar stops losing value. 

Wage earners who keep their jobs gain from a price decline as a rule. Their 
pay per hour of work tends to hold, and each dollar of pay goes further. 

Unemployed grow in number when the dollar starts to gain value. It is then 
that employers cut out frills and press for more worker efficiency. 

White-collar workers, many suffering now, will gain. 

Businessmen see profits fade fast when the dollar starts to gain value. It 
is then that inventories must be marked down, when cheap dollars spent for new 
plant and equipment must be paid back in more expensive dollars. 

Buyers, over all, tend to gain, sellers to lose, when inflation ends. 

It may be that the boom can be brought under control without aftermath of 
deflation and pain, but that's never happened in the past. The process of re- 
Storing more value to a cheap dollar is one that hurts some people. 

Most people, even so, are disturbed, unhappy about today's cheap dollar. 











Deflation almost surely will not get the better of inflation in 1948. 

Inflation has further to go, maybe 5 or 10 per cent further. 

Inflation's next test seems probable for early 1949. 

Inflation control, maybe to be followed by some deflation, will be tried in 
1949 regardless of who is President and who controls Congress. 

Deflation, if it follows, will probably be moderate and short, followed by 
a long period of relative stability and prosperity built around what is likely 
to be about a 75-cent dollar in terms of 1939 purchasing power. 








Mr. Truman is making some political gains with Congress back. Republicans 
admit that privately, admit that Mr. Truman caught them off guard. 

Dewey, even so, remains strong favorite in November. People want change. 

Truman isn't to be a pushover, however. He is confident and determined. 
He is in a battling mood and is gaining strong labor Support. 

It's to be Dewey, but probably not in a walk. Dewey will need to watch his 
step and to work hard. The Democrats aren't anxious to give up power. 


War tensions are easing, as we suggested they would. 

War scares will be a recurring phenomenon, will go along with bargaining 
over just about every point in the long process of trying to get peace. 

War, however, isn't to come out of every war scare. 

War would come only by deliberate decision, not by Some incident. It will 
come when one side or the other figures it really can win, not before. 

Neither U.S. nor Russia is in a position to fight a war now, or soon. 











To help the busy reader follow important trends, we extend the 
Newsgram through the magazine by means of brief paragraphs in larger type 
at the head of each article. Thus we are able to give in Newsgram form 
additional coverage of essential news. -- The Editors 
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ill it do wonders for your car ? 


First new kind of tire in 15 years will fit your present wheels 


and modernize your car—let this motorist tell you how! 


H. LEROY ADAMS, manufacturer, Denver, Colo.: ‘“‘Super- 
Cushions sure do make a big difference in your car’s perform- 
ance. I put a set on my 1947 sedan, and in traveling on the 
steep mountain roads around Denver, the first thing I noticed 
was the greatly added traction. . . No road shock or lateral 
sway when I hit bumps. . . The lessening of road shock leaves 
me a lot less fatigued at the end of a long day’s driving.” 


This remarkable new kind of tire will do wonders for your car, 
too! It’s: bigger and softer . . . runs on only 24 pounds of air. 
You'll get a softer ride, less wear on your car, fewer rattles and 
repair bills, greater mileage, blowout resistance! I?ll fit the 
wheels on your present car—so see your Goodyear dealer today! 


RT 


xh 


Millions of Super-Cushions are now in use on new and older cars. 


The new 


Super-Cushion T.M.—The Goodyear Tire & Rubber Company 





An Idea... 


IKE all successful ideas, it is very simple. 
‘i Instead of buying a truck and body in 
one complete unit, you buy it as two: (A) 
a truck-tractor power unit; (B) a Fruehauf 


Trailer or carrying unit. 


Couple your truck-tractor to a Fruehauf Trailer 
and you can triple the load — with substantial sav- 


ings in gasoline, oil and maintenance expense. 


ONE TRUCK DOES THE WORK OF THREE— OR FIVE 


And that’s only the beginning. With one power 
unit you can keep as many as three to five Fruehauf 
Trailers in continuous “‘shuttle” service, hauling one 
Trailer while the others are loading or unloading. 
Thus your tractor is busy continuously — there’s no 
money-wasting standby time, more revenue mileage. 


And because you need fewer trucks, you save in orig- 


inal investment, operating and maintenance costs. 


y 
Yan EARAY'/ ENGINEERED TRANSPORTATION” 
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“IMPROVED OUR DELIVERY EFFICIENCY” 


“We find the tractor-trailer combinations much more efficient to oper- 
ate,” reports National Furniture Mfg. Co., Evansville, Ind. “In ten 
years our Fruehauf Trailers have averaged 100,000 miles annually. 
When the Trailers return to the plant with a full load of raw materials, 
they can be backed up to the unloading dock while the tractors are 
removed for inspection and servicing. The tractors are gassed and 
checked, and are ready to leave with the Trailers that night. The 
Trailer delivery method also saves expensive packing, which means 
we can deliver our product to the customer’s door at the same price 
as if we shipped from the plant F.O.B.” 


GET THE FACTS ON YOUR OPERATION 


No matter what you haul or where . . . in congested 
business districts or over the highways . . . there’s 
a Fruehauf Trailer built to do your job to cost- 
cutting advantage. Let us prove it to you. Just call 
in the nearest Fruehauf representative and ask him 


for the facts. Be sure to... 


Get the Trailer story BEFORE you buy a truck! 


DO HEAVY VEHICLES DAMAGE OUR ROADS? 


Highway engineers state that heat, rain and frost 
are the major enemies of our highways—not the 
traffic the highways carry. 


World’s Largest Builders of Truck-Trailers 


FRUEHAUF TRAILER COMPANY 


DETROIT 32 LOS ANGELES 11 
In Canada: Weston, Ont. 
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INFLATION CLIMAX NEAR? 


THE DOLLAR’S 165-YEAR LOW 


Pattern of Price Relief After U.S. Wars 


It's a 45-cent dollar now and 
growing still cheaper. 

Dollars are cheapest, most 
abundant in 165 years. Grain 
dollar is the cheapest; clothing 
dollar is worth 56 cents. 

In times past, cheap dollars 
haven't stayed cheap. 

Inflation, history shows, is fol- 
lowed by deflation in which 
cheap dollars again become ex- 
pensive and new problems rise. 


The dollar is worth less right now 
than at any time since U.S. became a 
nation. A dollar will buy fewer goods 
than at any time since 1782. It will 
buy less working time. 

Dollars, while cheap and growing 
cheaper, are superabundant. Individuals 
are getting dollars to spend, after taxes, 
at the rate of about $190,000,000,000 a 
year. Before the war, they had about 
$70,000,000,000 a year to spend after 
taxes. People have about two and a half 
times as many dollars. Prices of things 
they buy are more than twice as high. 

This rising spiral of prices and of in- 
comes is inflation. Inflation now is at a 
point where it gives signs of approach- 
ing a climax. 

A climax of inflation, if and when it 
comes, will round out a full 30-year cycle 
from postwar 1919 to postwar 1948-49. 
Within that cycle was a climax of de- 
flation that occurred in 1932-33. The 
dollar of that time was one of the 
most valuable dollars of the nation’s 
history. 

The dollar’s worth today can be 
measured by three yardsticks that help 
to show what is happening. 

At retail, in goods and services that go 
into the cost of living as measured by 
Government, a dollar will buy only as 
much as 57 cents would buy back in 
1939. The cost-of-living dollar at this 
time is a 57-cent dollar. It is an 86-cent 
dollar in terms of prices at the 1920 peak 
of postwar inflation, 
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At wholesale, in more than 800 com- 
modities which form the basis of the 
price index, today’s dollar will buy only 
what 44.5 cents would buy in 1939. The 
dollar will buy what 35 cents would buy 
at the bottom of the depression. It is a 
99-cent dollar, however, compared with 
the dollar of 1919-20. 

In labor, on an average for manufac- 
turing, the present dollar will buy the 
same amount of working time that 48 
cents would buy in 1939 or 31 cents at 
the low of the depression 15 years ago. 
In the inflation of 1919, with 45 cents an 
employer could buy the same amount of 
labor for which he now pays $1. 

History shows that the dollar under- 
goes wide swings in value, in alternating 


periods of inflation and deflation. Wars, 
uniformly, have been accompanied by 
inflation and then, at some not-distant 
point, have been followed by deflation. 

Retail prices. Price swings, as the 
chart vn this page shows, are not uni- 
form for all types of goods and services. 
The individual consumer, spending his 
money at retail, uses dollars of varying 
value. 

A food dollar, for example, is worth 
only 44 cents compared with the prewar 
100-cent dollar. The dollar of today will 
buy what only 35 cents would have 
brought in 1933 at retail. That’s for a 
variety of foods. 

A clothing dollar is worth 51 cents 
compared with the prewar dollar. To- 
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day’s dollar will buy in clothes what 44 
cents would buy at retail in 1933. 

An electricity dollar, however, is a 
$1.08 dollar today. A consumer gets 
more electric power for his money now 
than he ever did before. That is the one 
striking instance in which a 1948 dollar is | HT 
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more valuable than a prewar dollar. 

A rent dollar will buy now what 89 | 
cents would buy before the war. The dol- 4 | 
lar going to the average landlord buys iit || 
less than it did before the war but buys 
more than it will buy of other services. 

It is in markets for individual com- 
modities and groups of commodities, 
however, that the value of the dollar has | eae 
had its widest fluctuations. Inflation has 
run most strongly in farm commodities. | 
There are spectacular instances of low- : 
ered value of the dollar in terms of some A( | 
products. 
Wholesale prices. Dollar values are Se | 

| 
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at record lows for many of the things that 
people buy. The value of the dollar in ‘ 
comparisons that follow is in terms of — | al 
goods at wholesale. 

Meat shows serious price inflation. A 
dollar will buy at this time what 28 cents 
would buy of meat in prewar times, what il 
17 cents would buy back in the depres- ti | ile 
sion days of 1932-33. The dollar, in other 
words, has lost 83 cents of its purchasing 
power in terms of meat. 

Grains, even after recent price de- we tf 
clines, still reflect a great drop in the value : 
of the dollar. A dollar now will buy in 
grain what 27 cents would buy before 
the war and what 17 cents would buy in getay ey 
the depression. a Ceti 

Shoe dollars show less decline. A Bee 
dollar will buy in- shoes what 54 cents é 
would buy at wholesale before the war, | 
what 45 cents would buy at the depres- ee | 
sion bottom. : - Df) ee 

Clothing dollars show much the same 
shrinkage. A dollar will buy what 56 cents 
would buy before the war. A dollar, 
however, will buy of cotton goods at - 
wholesale what only 31 cents would buy BU Bi 
in prewar days, what 23 cents would buy 
back in the depression. In woolen goods, 
today’s dollar is worth what 51 cents was 



























































worth before the war. hase ae | 
An automobile dollar today is a 54- 
cent dollar compared with prewar value. j 


It is a 49-cent dollar compared with the 
dollar of the 1932-33 depression. 

Iron and steel, after the recent rise, A 
still offers a 58-cent dollar compared with 
prewar costs. The steel dollar, compared 
with the depression low, however, is a 
46-cent dollar now. 

Coal is inflated along with other prod- 
ucts. A dollar now buys what 51 cents “ 
would buy of bituminous coal before the cs RET, SE ROR, RT NOG OP eae | 
war, what 41 cents would buy at the N10 ( 
depression low. 

Gasoline and petroleum products offer 
a 42-cent dollar. A dollar will buy now 
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what 26 cents would buy of petroleum 
products at wholesale prices during the 
depression, 

Building costs have risen until the 
dollar now buys what 45 cents would 
buy in prewar days of the materials that 
go into building, what 35 cents would 
buy at the depression low. A dollar will 
buy what 54 cents would buy before the 
war in plumbing and heating equipment. 

A furniture dollar today is a 59-cent 
dollar. 

A tire dollar, however, is a 94-cent 
dollar. A dollar will buy today what it 
took $3.86 to buy in the way of tires and 
tubes after World War I. 

Paper offers a 48-cent dollar. 

All in all, using the official price in- 
dex of hundreds of commodities, the U. S. 
dollar of the present, at wholesale, is a 
45.5-cent dollar compared with prewar 
value. The last recorded time the whole- 
sale dollar was cheaper than it now is 
was back in 1782, when the dollar was 
a 45.3 dollar on the basis of price informa- 
tion of that period. By 1785, the dollar 
that had been a 45.3-cent dollar in 1782 
was a $1.06 dollar. In 1814, there was a 
50-cent dollar, but by 1821 the dollar 
had become a $1.05 dollar. A 58-cent dol- 
lar was back again in 1865. By 1878, 
there was a $1.25 dollar. After World 
War I, the dollar was worth only 50 
cents in terms of commodities it would 
buy. But in 1932, only 12 years later, 
it had become a $1.19 dollar. P 

Violent swings in the value of the U. S. 
dollar have tended to accompany and to 
follow wars. The swing of inflation, with 
value of the dollar declining, historically 
has come to a climax, and then a reverse 
swing of deflation, with the dollar value 
rising. After World War II the swing of 
inflation is the widest and sharpest since 
the early days of the nation. As inflation 
approaches its climax, the question is 
whether the deflation that always has 
followed inflation will be sharp and se- 
vere or moderate and mild. 

The dollar, in losing value, lost that 
value unevenly. The food dollar and 
farm-product dollar lost much more value 
than the rent dollar or the tire dollar. 
Dollar relationships and values are all out 
of kilter compared with prewar values. 
It is the same with income dollars. Some 
groups, including wage earners, have a 
greatly increased number of dollars. 
Other groups, such as bondholders and 
retired persons, have no more dollars with 
which to pay higher prices. 

The problem of the dollar and what to 
do about it is developing into the major 
problem confronting the country. If left 
alone, the dollar—already cheapened— 
may become even cheaper. Yet, if tink- 
ered with, the dollar can develop troubles. 

At this stage, the dollar is all out of 
kilter and maybe out of hand. 
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HOW BUSINESS VIEWS THE BOOM 


Reported from CHICAGO, NEW YORK and SAN FRANCISCO 


Boom still is strong after new 
price rises. 

There are weak spots, though, 
and caution is creeping into busi- 
ness planning. High prices take 
the edge from demand. 

Building holds high. Trade is 
‘brisk. Credit is easy. 

It is in luxury lines that trouble 
is beginning to show, from New 
York across the country to the 
Pacific Coast. 


CHICAGO 


Optimism is the dominant attitude of 
Midwestern businessmen looking ahead 
through remaining 1948 months, Caution 
influences those actions and attitudes that 
look beyond 1948 into 1949, 

The boom, in most of its phases, is 
running strongly. The new price rises, so 
far as can be judged at this time, are be- 
ing taken in stride. Building activity is 
breaking records in spite of high costs, 
Trade is brisk. The threat of new price 
controls and of new rationing is not being 
taken seriously. There is little nervous- 
ness about November elections. 

Even so, signs of trouble are develop- 
ing in a number of lines of business. Lux- 
ury business definitely is declining. Mov- 
ing-picture attendance has slumped so 
drastically that six theaters in Chicago’s 
Loop have cut admissions, some almost 
50 per cent. Night clubs are in a bad 
way. Hotel business is off 5 or 10 per 
cent compared with a year ago. Attend- 
ance at conventions and merchandising 
shows is disappointing. Restaurants are 
doing less business. 

These are just little straws. Whether 
they are harbingers of expanding trouble 
is a matter of debate. Opinion divides 
sharply. A building-equipment executive 
who has been right in the past says: “It 
looks like another vear of very good busi- 
ness. Some even are guessing two years.” 
A maker of steel forgings, equally opti- 
mistic, says: “I don’t see how we can 
miss a continuing boom.” In contrast, a 

mail-order executive points to more 
and more situations in which supply is 
catching up with demand, and con- 
cludes: “We may very well see a drop 
in sales, and a lot of bargain prices 
next spring.” 

In more detail, a survey shows this: 
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The boom is running full tilt for abo, 
75 per cent of manufacturing industy, 
In about 15 per cent of industry there j 
some evidence of a lag, a tendency fy, 
supply to pass current demand. For about 
10 per cent of industry there are definit 
problems due to declining orders, Oye; 
all, however, business activity is so hig| 
that there is strain on labor supply an 
on the supply of materials—particulay) 
steel, which is acutely short. 

Armament orders play only an insig. 

nificant part, to date, in the hich level oj 
activity. Stimulating effect of these orders 
is lessened by the fact that they ofte 
displace civilian orders where they q 
appear. As one manufacturer put it: “The 
arms orders pile up on people who al. 
ready have all the orders they can handle 

Building shows few weak spots in this 
region, although the outlook for ney 
building is beginining to be a subject 0} 
debate. Suppliers of building equipment 
see little indication that new price rises 
will discourage construction. Other ap- 
praisers are not so sure. They discen 
signs of a leveling off in factory construc 
tion that could be followed by a declin 
An oil company that has done mu¢ 
building, for example, expects to pas 
its peak of construction within a few 
months, In house construction, howevei 
the boom goes on, although higher-price 
houses take longer to sell, due chiefly ti 
tightening of mortgage money. 

Credit needs, outside the 
field, are not urgent. Manufacturers and 
merchants with good ratings report litth 
difficulty in getting loans where needed 

Caution signals are starting to b 
flown by some of the big chains and by 
mail-order houses, as well as by some 
other merchants in direct contact. with 
the public. These signals may be the por- 
tents of possible trouble later. 

One mail-order company, which als 
operates retail stores, finds that consumers 
are quick to buy such diverse items a 
building materials, rugs, sporting goods, 
farm equipment, women’s sportsweal. 
piece goods, bedding and _ linens, and 
children’s clothing. ‘There is keen demand 
for lawn mowers, power tools and othe! 


building 


hardware items, with sales running 10 ! 


per cent above a year ago in dollars. 
Housewives, however, are choosy 
about dresses, Sales of men’s and boys 
clothing, too, are lagging. Tires, small 
appliances for the home, kitchen utensils, 
musical instruments and jewelry do nol 
sell too well. Shoe sales are in a severe 
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Jump, though there is little indication as 
yet that this will bring shoe prices down. 
People are buying less furniture, pro- 
testing prices. 

Some lagging tendencies appear in 
leather goods, automobile accessories, 
drugs and cosmetics, electrical supplies, 
plastic products, Even in farm-machinery 
lines, other than tractors and harvesting 
equipment, production shows signs of 
overtaking demand, Small machine shops 
are closing down in considerable num- 
bers. In railroad equipment, some smaller 
companies are hunting for new orders. 

In general, however, the business out- 
look is favorable for the rest of 1948, at 
least. The question is whether the boom 
will run into trouble when the next test 
comes in the second quarter of 1949. 


NEW YORK 

A feeling is widespread that the price 
rise now occurring may be the last before 
the acute phase of the first postwar infla- 
tion wears itself out. 

There seems to be agreement among 
businessmen and bankers that the boom 
will run strongly through remaining 1948 
months and into 1949, with a test to come 
before the middle of next year. A new 
round of wage and price rises next year 
is not now anticipated. 

Instead, the belief is that steps will be 
taken in 1949 by a new Administration to 
get the inflation under control. Credit 
tightening, if it does develop, may coin- 
cide with growing consumer resistance 
to high prices. Buyers already are having 
trouble with high prices. While retail 
sales have increased, cash sales are de- 
clining. Installment credit and other credit 
is underwriting the trade gains. Theater 
business is off sharply. Taxicabs report a 
23 per cent decline in fares. Sales of 
phonograph records are sharply lower. 
Few industries at this time count on a 
further increase in demand. Many are be- 
ginning to plan on the basis of a reduced 
volume of sales. 

Housing shortage no longer is as acute 
as it was. Prices of old houses have de- 
clined and sales have slowed. New houses 
that were built to sell in the $28,000 to 
$30,000 range are being repriced at a 
slightly lower level in order to move 
them. Apartments can be purchased read- 
ily, but at high prices. Rental property 
still is scarce. 

Women’s wear is higher in total sales, 
but the market appears to be shifting 
from upstairs to bargain basements. Base- 
ment sales are up 14 per cent over last 
year, with total sales up 6 per cent. Sale 
of men’s wear is 3 per cent lower than a 
year ago, but there are gains in bargain- 
basement sales, There is resistance to - 
shoe prices, but costs are very high and 
the industry is not now planning cuts in 
price, 
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—California Apparel Creators 


WOMEN’S WEAR 


Vacation business reflects consumer 
resistance, too. Reservations for August 
still can be had in most resort areas. The 
more expensive vacation establishments 
often are not filled. The trend definitely 
is toward transient vacations, with motor 
courts and tourist houses getting the busi- 
ness. About 80 per cent of vacation trav- 
elers are using automobiles. 

Manufacturing industries for the most 
part keep busy and have substantial back- 
logs. It is in luxury business and in re- 
tail trade that the consumer reaction to 
higher prices is beginning to make itself 
felt. Unless some new stimulant is: in- 
jected into the boom, it can tire some- 
time in first half, 1949. A boom in use of 
credit could provide this stimulant, but a 
new Administration probably would act 
to get more control over use of money. 


SAN FRANCISCO 

Optimism on the West Coast has re- 
turned in the last two months. Business is 
cheered by a flood of new aircraft orders. 
Buying of used cars and other durable 
goods is picking up again. Businessmen 
are counting on another six months of 
gradually rising activity. 

This is strictly a short-term view. Opin- 
ions about 1949 prospects are much less 
assured. Jobs no longer open up as fast 
as new people arrive from the East and 
Middle West. Unemployment is higher 
than in 1947. Tourist business is down 
for the second consecutive season. Ship- 
ping and trade suffer from competition of 
Gulf and Atlantic ports. 

Employment in June at California fac- 
tories was 2 per cent higher than in June, 
1947, and 52 per cent above 1940. Air- 
craft plants employ about 84,000 workers, 
will hire 16,000 more in six months start- 





"Black Star 
WOMEN’S WORK 
...is the market shifting from upstairs to bargain basements? 


ing next January. But film and mining in- 
dustries employ fewer workers than in 
1940, in California. Laundry employment 
is down due to the increase in self-serv- 
ice laundries. Shipbuilding dropped in 
June. Seasonal unemployment is marked, 
again, in canneries, apparel-manufactur- 
ing plants. 

Wages of California workers continue 
to rise. Figures just compiled show that 
the average for factory workers in’ the 
State reached $1.52 in May, compared 
with a national average of $1.30. This 
does not reflect third-round increases. 

Construction boom shows no slow- 
down yet, though financing troubles are 
beginning. House sales, lagging generally, 
were $15,330,000 last May around San 
Francisco, compared with $21,124,000 
in May, 1947. A 17-year-old house, of- 
fered for $21,500 early in July, was re- 
duced later to $19,500 and has not sold. 
Mortgages are harder to get. 

Farm-income rise over 1947 may not 
exceed 2 per cent this year. Citrus prices 
are off. About 10 per cent of the State’s 
total fruit crops will be left to rot, be- 
cause of marketing costs. Foreign-aid 
orders and Government price supports 
are counted on to keep prices up on West 
Coast cotton, wheat, fruit. 

Price resistance shows up. West Coast 
sales of household furnishings and cloth- 
ing were 25 per cent lower in first five 
months of 1948 than in 1947. Sales of 
automotive supplies were off 15 per cent. 
Household-appliance sales sagged, then 
recovered when people began to fear a 
return of wartime scarcities. 

Signs of strengthening in West Coast 
business are traced directly to effects of 
new expenditures for defense and foreign 


aid. 
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Mounting Costs 
That Bar Return 
Of Low-Price Car 


Reported from DETROIT 


The 1948 price list on new cais, 
after the latest round of price in- 
creases, shows this: 

Low-priced cars, as people used to 
know them before the war, are further 
away than ever. Lowest-price car offered 
by any manufacturer of major standing is 
listed at $1,160 in Detroit, before taxes 
and handling charges. Most people will 
find that a new car costs them $1,500 or 
more. 

List prices of major manufacturers on 
present cars are 5 to 10 per cent higher 
than prices existing June 1, when the 
latest round of increases started. The new 
price advances put the average price of 
new ~ars at the factory around 80 per 
cent above the 1939 level. 

The table on this page shows how 
present dollar-and-cents prices compare 
with 1939 prices on four-door sedans, in 
various makes and models. 

Postwar cars are improved in many 
Ways over prewar cars, of course. Per- 
centagewise, auto prices have increased 
less than prices of farm products, food or 
building materials, but have increased 
more than prices of farm machinery, 
house furnishings, or metal products in 
general. 

Open-market prices on late-model 
cars in many cases are about double list 
prices. Slightly used 1949 Fords often 
bring $1,000 premiums above dealer 
prices in used-car sales. Counting all 
makes and models, premiums are believed 
to average about $500 per car for slightly 
used late-model cars. Policing of dealers 
to prevent direct leaking of new cars into 
used-car trade is about as strict as manu- 
facturers can make it, they say. 

Outlook for future prices is not 
very promising for consumers at_ this 
time. 

Manufacturers’ costs are climbing. 
Prices of nonferrous metals, already 95 
per cent above prewar figures, are rising. 
Prices of lead and zinc, especially, show 
marked increases in recent days. Steel is 
about 63 per cent higher than before the 
war. 

Labor costs are up, though no new in- 
crease is in the immediate offing. Price 
advances of the last few weeks were 
made partially to offset the cost of new 
wage increases granted this summer. 
Auto wages are about 75 per cent higher 
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and for transportation, 


Make and Model 


charges 


Plymouth DeLuxe 
Plymouth Special DeLuxe 
Dodge DeLuxe 
Dodge Custom 
DeSoto DeLuxe 
DeSoto Custom 
Chrysler Royal 
Chrysler Windsor 
Chrysler Saratoga 
Chrysler New Yorker 
Ford DeLuxe 
Ford Super DeLuxe 
Lincoln Model 73 (with custom interior ).. 
*Mercury 
Chevrolet Stylemaster 
Chevrolet Fleetmaster 
Pontiac Torpedo 6 
Pontiac Torpedo 8 
Pontiac Streamliner 6 
Pontiac Streamliner 8 
Oldsmobile 66 
Oldsmobile Standard 76 
Oldsmobile DeLuxe 76 
Oldsmobile Standard 78 .... 
Oldsmobile DeLuxe 78 
Oldsmobile 98 
Buick Series 40 
Buick Series 50 
Buick Series 70 
Cadillac Series 61 ... 
Cadillac Series 62 ............... 
KCRAMIRG HSIDOCIBD 1G) ise casecicesciadacecdsbatcacessceosis 
Cadillac Series 75 

Hudson Super 6 
Hudson Commodore 6 
Hudson Super 8 
Hudson Commodore 8 
Nash Series 600 
Nash Ambassador 6 
Packard 8 
Packard DeLuxe 8 
Packard Super 8 
Packard’. Custom: Saper’8: ..scccessoresscosseseesosee 
Studebaker Champion DeLuxe 
Studebaker Champion Regal DeLuxe ......... 
Studebaker Commander DeLuxe 



















Studebaker Commander Regal De Luxe..... 
*Includes handling charges at point of origin and excise taxes. 


RISE OF AUTO PRICES SINCE 1939 


(Retail list prices of four-door sedans, at factory, excluding taxes 








than before the war. General production 
costs are increased by periodic shortages 
of materials. Auto industry still is oper- 
ating at only two thirds of its capacity. 

New-model cars keep getting room- 
ier, more expensive. Plans for small, 
economy cars are not being pushed. Man- 
ufacturers say all evidence suggests their 
customers want bigger and better cars. 

Even so-called “identification” models, 
changed only enough to make model 
years apparent, usually incorporate 20 to 
30 engineering advances such as im- 
proved engine mounting, new grille work 
and wider windows. Most improvements 
add to costs. 

Extra charges on cars rise along with 
other costs. Dealers’ discounts are being 
held to the prewar level in most cases, 
averaging about 24 per cent for the in- 
dustry as a whole. Dealers’ handling 
charges are generally held to levels rec- 





ommended by manufacturers, averaging 
from $15 on lower-priced cars up to $45 
on more expensive models. 

But the federal tax, 7 per cent of man- 
ufacturer’s selling price, rises whenever 
basic prices rise. That tax was 3 per cent 
in 1939. Freight charges are higher than 
in 1939. Accessories are more numerous 
and about twice as costly as before thi 
war. Manufacturers deny loading cats 
with unwanted gadgets, warn their deal: 
ers against “packing” cars with access0- 
ries. Most people, given a choice, appa! 
ently want some standard accessories, 
especially heaters. 

These factors are expected to bring 
still higher prices on new car models # 
they appear. With no lessening in de 
mand for new cars apparent at this time 
and with costs of making cars rising 
chances for a return to low-priced autos 
appear less promising than ever. 
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retail handling and delivery.) 

August July 

1939 1942 1946 1948 

....§ 726 $ 889 $1,142 $1,304 
soy | tO 935 1,174 1,379 
a. 855 998 1,261 1499 
905 1,048 1,325 1.597 
oon TO 1,103 1,343 1.646 

a 1,152 1,412 1,706 | 

i 1,177 1,452 1.766 | 
dogs 1,255 1,554 1,826 

eves 1,405 1,757 2,078 | 
1,475 1,841 2,188 
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745 840 1,005 1,280 

789 895 1,076 1,345 

866 985 1,213 1,641° 

J. RO 1,010 1,240 1,689 
acs: ee 1,035 1,285 727 
ies 1,060 1,312 Livi 
as 1009 1,005 1,251 1,565 
«« “952 1,065 1,337 1,680 
ro 1,150 1,440 1,820 
.. 1,043 1,105 1,390 1,735 
ae 1,190 1,493 1,875 
rae 1,275 1,565 2,010 
«i. 3006 1,120 1,346 1,685 
-« 1109 1,280 1,567 1,940 
.. 1,359 1,465 1,824 2,240 
.. 1,680 1,530 1,935 2,833° 
... 2,090 1,630 2,105 2,996° 
wea 2OGO 2,265 2,799 3,820° 
see 3,200 3,080 3,926 1,779° 
a | 1,092 1,360 1,988 
... . 995 1,181 1,496 2,153 
+ LAT 1,223 1,492 2.093 
ss< 3079 1,429 1,563 2,253 
.. 840 918 1,206 1,438 
a. 360 1,069 1,366 1,748 
aso 45496 1,275 1,682 2.140 
ee. 1,341 1,746 2,395 
ic, LSS 1,688 2,14] 2.659 
1 216 2,525 2,863 3,532 
3 | tO 804 1,238 1,529 
-- Goo 839 1,304 1,597 
. O65 1,044 1,467 1,827 
as 1,089 1,581 1,942 
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CONGRESS: UNHAPPY, IMPATIENT 


A Distaste for Controls, Desire to Go Home 


Prices, wages, salaries are not 
to be controlled again. Food is 
not to be rationed. 

Congress, back at work, will 
thrash around, then go home. 

Banks may possibly have to 
put up more reserves. Credit may 
face more control. But economic 
planning is not on the way back. 

Election maneuvers will dom- 
inate legislating. 


President Truman, just before his 
campaign for a full term, finds himself 
dealing with a very unhappy and a 
very unco-operative Congress. Unhap- 
piness is about as acute among Demo- 
cratic members of Congress as among 
Republican. 

Mr. Truman, as a result, is to get little 
in the way of co-operation. Many mem- 
bers of Congress are called away from 
primary election campaigns in which 
their political lives are at stake. Others 
are in town away from their families and 
with no special place to live. They've sub- 
let their homes or apartments. Still more 
have no transportation. Cars are at home 
with their families. 

Politics inevitably is the dominant 
influence in this election year. Re- 
publicans wish to avoid division 
within their party on broad issues of 
inflation control. Democrats want to 
put the Republicans on the spot, but 
are themselves divided. Legislating 
is next to impossible with a national 
election at hand. 

Against that background: 

Duration of the special session of 
Congress will be two to four weeks, 
probably not more. Congress will try 
to get away before Labor Day. There 
is strong sentiment in both parties for 
immediate adjournment, but leaders 
feel that it is best to go through the 
motions of legislating. 

Attitude of Congress is highly 
critical of the White House. In both 
parties, a majority is on record as 
opposed to a restored set of controls. 
Congress in 1946 took the course of 
freedom from strong control over 
Prices and distribution of goods, At 
this stage it is not in a mood to re- 
turn to a planned economy. 
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Accomplishment in the way of giv- 
ing Mr. Truman the program of controls 
that he requests, as a result, is to be small. 
Congress may give the Federal Reserve 
Board authority to require that banks put 
up larger reserves against deposits. It 
might revive control over installment 
credit. Otherwise not much is to be ac- 
complished. 

What's to happen, in more detail as 
judged by the decisions taken by party 
leaders and by the temper of the majority 
in Congress, is this: 

Price control and a price roll-back, as 
requested, will not be restored. The Re- 
publican majority is agreed that formal 
controls over price, with fixed ceilings 
and machinery to enforce price ceilings, 
should not be brought back. 

Wages will not be controlled again, 
even on the limited basis that Mr. Truman 
suggests. The President would permit 
unions to squeeze wage advances out of 
profit margins, except in cases where 
such a squeeze would cause severe hard- 
ship on business. 

Rationing of scarce commodities is not 
io be revived. Machinery for rationing 
would require several months to set up. 
By that time, the country might be 
troubled by some surpluses instead of 
widespread scarcities. Rationing is very 
unpopular with Congress. 
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Allocation of steel and other scarce 
materials, with control over inventories, 
is not to be approved. The majority is 
agreed on this point. 

Excess-profits tax is not to be con- 
sidered. 

Rent control is not to be strengthened. 

Any of these subjects, if pressed, could 
involve lengthy consideration and debate. 
Other fields are less controversial. 

Bank-reserve requirements may be 
altered by Congress by giving FRB au- 
thority to raise reserve requirements by 
10 percentage points on demand deposits. 
(See page 50 for details.) However, if 
bankers want to oppose this increase they 
might gain their point by delaying action. 

Installment credit probably will not 
be returned to control. 

Title 6 loans for housing, Joans on basis 
of current price instead of long-term 
value, may possibly be revived, although 
the odds are against it. 

Public housing probably is not to be 
approved. 

Aid to education, at a proposed cost 
of $300,000,000, is likely to remain bot- 
tled up in the House. ; 

Minimum-wage levels will not be 
raised from 40 cents an hour to 75 cents 
an hour as the President wants. 

Old-age insurance benefits will not 
be raised at this time. 

Displaced persons may possibly 
be permitted to enter U. S. on a time 
schedule slightly different from that 
first approved, but any substantial 
changes in the number to be ad- 
mitted and the conditions to govern 
entry are unlikely to be changed. 

International wheat agreement 
probably will not be approved. 

Results to flow from the special 
session, on that basis, are to be 
meager. Mr. Truman tossed to Con- 
gress, just before a campaign, issues 
that affect the daily lives of large 
numbers of people. Some of these 
involve action that would add to 
inflation. Others involve actions de- 
signed to control existing inflation 
and the proposed added _ inflation. 
All touch off major controversies and 
they could not be disposed of as a 
group without long debate and com- 
promise. 

Republican leaders admit, in pri- 
vate, that Mr. Truman may have 
made a smart political move, but 
they are set to dispose of that move 
in a hurry and go home. 











U.S. News & World Repo 





SQUEEZE ON SOVIET CONSUMERS 


Reported from MOSCOW and WASHINGTON 


Russia is cutting prices again 
as U.S. prices rise. 

Yet the ordinary Russian’s buy- 
ing power, at fixed wages, is 
little more than a tenth of the 
average American’s purchasing 
power. 

In terms of working hours, 
Russians pay three to 40 times as 
much for goods as Americans 
are required to pay. 

Consumers suffer as Russian 
Government pushes war goods 
and production material. 


New price cuts are ordered by the 
Soviet Government on some of the 
goods offered to Russian consumers. 
This suggests a contrast with U.S., 
where prices are in a new tum 
upward. 

A comparison of Russian prices after 
recent cuts with U.S. prices after recent 
rises shows, however, that the Russians 
have little to boast about. 

The average Russian still has to work 
from 3 to 40 times as long as the average 
American to buy almost any given item. 
Then too, even at the astronomical prices 
charged in Russia, the quality of goods 
often is questionable, by U.S. standards. 

On top of that, the Russian worker is 
plagued by acute shortages of many goods 
that remained plentiful in the U.S. even 
during war. 

The worker’s plight in Russia is 
shown graphically in the accompanying 
chart. To get at the comparison of cut 
prices in Russia with increased prices in 
U. S., the chart shows how long an aver- 
age worker in each of the two countries 
has to work to buy certain goods. For 
both countries, the wage of the average 
worker is based on official reports of the 
U. S. Bureau of Labor Statistics. 

U.S. workers who are dissatisfied with 
their lot during inflation can get a lift out 
of examining the prices that Russian 
workers have to pay, in terms of hours of 
work, to buy at controlled state prices. 

A new car, a pint-sized model of un- 
certain quality, is being offered to the few 
Russians who can afford such a luxury. 
The Soviet press has made much of the 


recent 10 per cent cut in the price of this — 
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car. Yet, to buy one, the average Russian 
worker would have to pay all the rubles 
he could earn in 3,750 hours, or about a 
year and a half. In the U. S., the average 
worker can buy a bigger, higher-quality 
car with the earnings of 1,085 hours, or 
a little over six months. These figures 
assume a 48-hour week in Russia and 
a 40-hour week in U. S. 

A radio of simple design, also reduced 
10 per cent in price, still would cost a 
Russian worker his whole pay for more 
than a month. The average American 
worker can buy at least as good a radio 
with the earnings of about 2% days. 

A sewing machine, which might help 
a Russian family weather the high prices 
and short supplies of clothing, would cost 
the average worker there all the pay he 
could earn in 375 hours, or nearly eight 
weeks. Even so, he probably would have 
to take a treadle model. In the U.S., a 
worker can get a good electric machine 
for 66 hours pay, or about eight days. 

A watch is beyond the reach of most 
Russians. A wrist watch of medium qual- 
ity costs as much as the average worker 
can earn in seven weeks. A comparable 
watch can be had in the U.S. with the 
average earnings of a little over two days. 

A bicycle, even after a 20 per cent 
price cut, is beyond the reach of the ordi- 
nary Russian. It would take the average 
worker’s whole pay for 466 hours, or 
nearly 10 weeks, to buy one. The Ameri- 
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RED CAVIAR 
... the spread is immense 





can worker can get a bike, the best model 
offered by one big mail-order company, 
for less than four days’ pay. 

Caviar, produced in Russia, is im. 
ported into the U.S. and sold, in terms 
of the average man’s working time, for 
less than one-fifth what caviar costs jj 
Russia. A pound of caviar would cost thy 
average worker’s whole pay for 60 hours 
in Russia, compared with less than 12 
hours in the U.S. 

Beer still is a real luxury in Russia. 
although the price has been cut 20 pe; 
cent. The average Russian worker has to 
work an hour and 40 minutes to earn the 
price of a bottle of beer. In the U.S., a 
bottle of beer takes six minutes’ pay. 

On all these things, Russian prices have 
been cut recently. These cuts range from 
10 to 20 per cent. To the average Russian, 
however, these most recent price cuts 
offer little comfort, as the items affected 
are luxuries that most people still cannot 
afford. A few food items were cut moder- 
ately last December. Otherwise, the ne. 
cessities of life remain at the same old 
fantastically high prices. 

Clothing, for example, has not been 
affected by any of the price cuts. Here is 
one of the Russian’s greatest problems. 
Clothing is scarce and expensive. 

A wool suit, if one is to be found ina 
state store, costs the average Russian his 
whole pay for 583 hours, or a little more 
than 12 weeks. This means that, for the 
ordinary man, a new suit is out of the 
question. In the U. S., an average worker 
can get a suit of high quality for less 
than one week’s pay. 

A cotton dress for the Russian work- 
er’s wife costs him the pay of four 8-how 
days. The average U.S. worker can buy 
a similar dress for a little over half a day's 
pay. 

A pair of shoes takes the Russian’ 
pay for more than two weeks. The U.S. 
worker can get shoes for a little over one 
day’s wages. For a week’s pay, he can get 
shoes for the whole family. 

A new shirt in Russia is so costly that 
it takes an average man’s pay for four 
full weeks to buy one. Three hours’ wages 
will get a new shirt in the U. S. 

These figures show that new clothes in 
Russia are only for the well-to-do. Ordi- 
nary people have to patch up their old 
clothes and make them last. 

Staple foods were not affected by 
Russia’s recent price cuts. Some items 
were reduced last December. Howevet, 
many staples that are commonplace on 
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U.S. tables, still are luxuries in Russia. 

A quart of milk costs a man’s pay for 
an hour and 11 minutes in Russia, com- 
pared ith nine minutes in U. S. 

A dozen eggs takes two hours and 43 
minutes pay in Russia; 31 minutes in U. S. 

A loat of white bread would cost the 
average Russian his whole pay for an 
hour and 10 minutes. This rules out white 
bread for most Russians. Cheaper black 
bread is the country’s principal food. 
Six minutes’ wages buy a loaf of white 
bread for the average U.S. worker. 

Other foods are in the same propor- 
tion. All along the line, groceries cost 5 to 
38 times as much in Russia as in the U. S., 
when prices are measured in hours of 
work. Butter costs 16 times as much, 
apples 17 times as much, oats 5 times as 
much, sugar 38 times as much. 

All these prices, for necessities as well 
as for luxuries, assume that buying is 
done in state stores. When state stores 
run out of items in demand, as_ they 
often do, Russians either do without or go 
into the open market. Prices there usually 
are much higher. Figures given here, 
thus, show the Russian price level in its 
most favorable light. 

What it all means is that the Rus- 
sian people, even after price cuts, are up 
against a living standard so meager that 
it makes the lot of the ordinary American 
family look kingly by comparison. The 
buying power of the average Russian 
worker, despite the advantage of cheap 
rent and free medical service, is not much 
more than a tenth of the average U.S 
worker's buying power. 

The worker’s pay in Russia is rising 
slowly. This is part of the promise of the 
current Five-Year Plan. The worker got 
some gain out of the revaluation of the 
ruble last December, since his pay was 
not cut. Excess savings were dried up, so 
that since revaluation there has been less 
money around to bid for goods. Then, 
too, at the time of revaluation, the worker 
got a sop in the form of price cuts on 
a few food items. 

However, the Russian people can see 
little hope, in the years immediately 
ahead, of getting back to their prewar 
standard of living. To most Americans, 
even that would seem like real poverty. 

Russia’s problem, basically, is one 
of production. Right now, the emphasis 
is on turning out production materials 
and war goods. Consumer goods, that 
figure in the people’s standard of living, 
get low priority. The results are high 
prices and continuing shortages of goods 
that people need for everyday living. 

After three years of peace, it is almost 
more than Russia can do to provide the 
simple necessities for the masses of 
the people. With another major war, 
the country’s economy, already badly 
strained, might reach the breaking point. 
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AVERAGE AMERICAN MUST 
WORK THIS LONG 10 
EARN ENOUGH T0 

BUY THESE THINGS 





38 urs. 


4 urs. 


36 mun. 


9 urs. 


37 min. 


1,085 urs. 
23 MIN. 





66 urs. 
53 min. 







20 urs. 
44 mi. 


17 urs. 
39 min. 


30 urs. 
44 mu. 
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Dr. Rhee’s Top Problems 
As Korea Starts Republic 


Reported from SEOUL and WASHINGTON 


U. S. is winning the “cold war’’ 
in Korea. South Koreans, under 
Americans, are better off than 
North Koreans, under Russia. 

American troops are preparing 
to leave the country to Koreans. 
Dr. Syngman Rhee, Korea's first 
President, is getting ready to take 
over. He is in a position to hold 
South Korea against all Russian 
pressure short of war. 


Dr. Syngman Rhee, first President 
of the Korean Republic, is inheriting 
the leadership of the U. S. side of the 
“cold war” against Russia in Korea. 

American troops are getting ready to 
pull out of South Korea, probably be- 
fore the year’s end. Behind them, when 
they go, they will leave two thirds of the 
Korean population under a Korean Re- 
public headed by Dr. Rhee, aged 73 who 
has waited nearly 30 years for the job. 

Early in 1919, a band of Korean con- 
spirators named Dr. Rhee as the “pro- 
visional president” of a nonexistent Ko- 
rean republic. But Japan held Korea. 
Not until the Japanese struck at Pearl 





THE 


38TH PARALLEL 
...no U. S. puppet wil be left 
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Harbor did Dr. Rhee appear to have the 
ghost of a chance to return to Korea, much 
less run the country. Now, supported by 
the majority of his countrymen and 
helped by the U.S., the small, white- 
haired “first citizen” of Korea is out to 
hold Korea against Russian pressure. 

The problem facing Dr. Rhee is how 
to unite Korea, now divided at the 38th 
parallel between the Americans in the 
South and the Russians in the North. 
Best part of the country, containing more 
than two thirds of the population and 
producing enough food to support itself, 
is in the South. There Dr. Rhee is the 
undisputed leader, named President by a 
vote of 180 to 16 in the freely elected 
National Assembly. 

First challenge of South Korea’s ability 
to get along without the North came last 
May. The Russians pulled the switches on 
power lines from generating plants in the 
North, which supplied more than 50 per 
cent of the current consumed by South 
Korea. Aim was to force Dr. Rhee’s anti- 
Communists to give the Communists of 
the North half the seats in the parliament 
of a united Korea. But the scheme failed. 

Supported by Dr. Rhee and the 50 
Korean parties that look to him for lead- 
ership, the American authorities ex- 
panded the capacity of South Korean 
hydroelectric plants and brought coal 
from Japan to make more electricity. To- 
day, Dr. Rhee’s part of Korea is produc- 
ing 80 per cent of the amount consumed 
before the Russian cut. 

Northern Korea no longer is getting 
food from South Korea in payment for 
electric current. Russia is having to send 
food to North Koreans. In addition, 
American electrical equipment which 
North Korea needs to expand its power 
plants is going instead to new plants in 
South Korea. Russia is having to revise 
her plans for using North Korean power 
in the expansion of Russian-controlled 
industries of Manchuria. 

Russia, thus, has sound economic rea- 
sons for seeking an agreement with South 
Korea, But Russia does not like Dr. Rhee. 

The man now leading Koreans is not 
an American puppet, though he made 
the United States his home and _ head- 
quarters for about 25 years. A year ago 
Dr. Rhee was demanding that both 
American and Russian troops get out of 
Korea. Since then he has fought fre- 


quently with the American authorities, 
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KOREAN PEASANT 
...in the South, unity of purpose 


both civil and military, who sought to 
limit the powers of his personal political 
machine. But American officials who call 
him “stubborn” are the first to say that 
he will make no deal that could give Rus- 
sia the upper hand in Korea. 

The trouble that has Dr, Rhee blowing 
on his scarred fingertips, a habit he ac- 
quired when _pro-Japanese _ torturers 
forced bamboo darts under his fingernails 
fifty years ago, is diplomatic, not eco- 
nomic. U.S. aid, which totaled $210- 
000,000 in 1947 and will come to another 
$180,000,000 in the year ending July 1, 
1949, is enough to make South Koreans 
much better off than North Koreans. 
Dr. Rhee’s personal problem is what to 
offer the Russians that will lead them 
to agree to a united Korea with Dr. Rhee 
still in the Presidency. 

Timetable for Korea’s immediate fu- 
ture is already set. Dr. Rhee and his 
Government will take over in South Korea 
on August 15. The Communists of North 
Korea are holding “elections” on August 
25. And the whole Korean problem goes 
back to the Assembly of the United Na- 
tions in Paris in September. 

Showdown will come when the U. . 
recognizes Dr. Rhee’s Government and 
asks the Russians to pool their Northem 
zone with the South. 

The winners in Korea are turning out 
to be Dr. Rhee and the U. S., not Russia 
and her puppets. U.S. is in a position, 
thanks in large part to the prestige and 
political leadership of Dr. Rhee, to pull 
out of Korea as the victor on this battle- 
front of the “cold war”. Korea may be 
divided for some time to come if the Rus- 
sians choose. But a united Korea, if it 
comes, will be created on terms offered 
by Dr. Rhee and free Koreans. 
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WHAT CARGO PLANES CAN DO 


Signs of Growing Efficiency in Air Transport 


Air transport, already ex- 
panded to big-business size since 
wartime, is in for new gains. 

“Air lift’ for Berlin is showing 
ability of planes to supply a ma- 


‘jor city. Bigger, more efficient 


planes are opening up new fields 


‘for air cargo, both commercial 


and military. 

Official studies show rapid 
strides of air transport since war- 
time use, point to new jobs for 
aircraft in the future. 


Air transport, growing rapidly, is on 
the verge of still more rapid gains. 
New types of planes, lowered costs, 
rising efficiency are turning up more 
and more jobs to do. 

In Berlin, an “air lift” is exceeding of- 
ficial expectations in accomplishment. Air 
transport, given landing fields, is proving 
able to supply a major city. The airplane 
is not to be an early competitor of the 
railroad or the surface ships in normal 
movement of heavy freight. Yet it is mak- 
ing gains as a competitor in passenger 
traffic and in high-priority freight where 
speed is essential. 

Progress made by air transport during 
and since the war is striking. This prog- 
ress now can be measured on the basis 
of official studies. The studies are based 
on military uses, but they reveal progress 
in civilian uses of commercial aircraft as 
well. 

The Pictogram on pages 22 and 23 
shows the gain in efficiency of air trans- 
port that is in sight for the foreseeable 
tuture. Gains already made during and 
since the war will be outlined in this re- 
port but are not shown in the Pictogram 
itself. In each case, these gains are re- 
lated to a military problem of transport- 
ing 100,000 tons of cargo a month 6,600 
miles from U.S. to Australia. The basis 
lor the estimates is found in two official 
studies, the first made in wartime 1942 
by the Army Air Forces, the second com- 
pleted last week by the Navy. 

These gains in ability of air transport 
o supply either military or civilian cargo 
over a long distance are brought out in 
the example of a difficult, complicated 
air lift from San Francisco to Australia. 
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Number of planes needed for this 
supply-problem of transporting 100,000 
tons of cargo a month over a 6,600-mile 
air route, is cut drastically since wartime. 

During war, the nuniber of planes re- 
quired was officially estimated at 12,078. 

Now, number of modern planes 
needed for the job is figured at 2,044, or 
one for every six needed in wartime. 

In the future, with planes that now 
can be built, the same supplies could be 
carried by only 615 cargo aircraft, or one 
for each 20 wartime planes. 

This air lift, for use when speed is 
vital, would supply the same amount of 


Fuel required for the 6,600-mile air 
lift is cut even more than man power by 
development of more efficient planes. 

In wartime, fuel needs for the air 
operation were computed at 519,890,000 
gallons of high-octane gasoline and lubri- 
cating oil a month, nearly as much as the 
total used by all the armed forces during 
the peak months of the war. 

Now, modern planes are officially esti- 
mated to need 195,335,792 gallons of 
gasoline and oil a month, a saving of 
more than half the wartime amount. 

In the foreseeable future, fuel re- 
quirements are reduced further to a 
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BERLIN ‘AIR LIFT’ 
... Where speed is essential 


cargo as 37 modern cargo ships in con- 
stant operation. 

Man power needed for the long- 
range air lift, in the official example, also 
is cut with the use of new planes. 

In 1942, air and ground crews re- 
quired were estimated at 329.400 men. 

At present, number of crewmen for 
the job is set at 245,310 men, or a quarter 
less than in wartime. 

Later, with planes of the foreseeable 
future, the required air and ground crews 
are figured at about two thirds less, or 
90,970 men. 

These man-power totais for the military 
air operation, thus, are gradually growing 
smaller, although still considerably above 
the 4,886 men required to transport the 
supplies by sea. 


monthly rate of 161,411,712 gallons, 
about a third of the 1942 estimate. 

Aircraft-fuel needs still are high, of 
course, in contrast with the 9,831,730 
gallons of fuel a month required by mod- 
ern cargo ships to do such a supply job. 

Tanker ships, in turn, are needed to 
supply the air transports with much of 
their fuel at overseas refueling points 
along the air route. 

During wartime, 234 tankers had 
been figured as the minimum for supply- 
ing aircraft fuel along the U. S.-Australian 
route. This was many more ships than the 
80 cargo vessels then needed to carry 
the military cargos themselves. 

At present, with larger tankers and 
less fuel needed, only 37 tanker ships 
would be needed to fuel the air lift. That 
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is one ship for each six needed by the 
1942 estimate. It is also no more than 
the number of ships required now to do 
the supply job by sea. 

In future years, bigger planes stand 
to cut this need for tankers down: to 30 
ships, or about one for every eight 
needed in wartime. 

These findings, from official military 
studies, show that gains in air transport 
are approaching a point where this form 
of supply may be used, under some con- 
ditions, for priority cargo on a large 
scale even on 7,000-mile hauls. This is 
so even though air transport for the pre- 
dictable future will remain far more 
costly than sea transport in dollars, in 
man power, in fuel required. The job of 
supplving distant bases solely by air for 
long periods, however, is impractical for 
distances of more than 2,500 miles. 

On a commercial basis, gains in air 
transport may be larger. A private study 
of the tough U. S.-Australia air-supply 
problem, made by engineers of the Doug- 
las Aircraft Co., indicates that the number 
of modern planes needed for the job 
might be further reduced in a commer- 
cial operation from the Navy’s 2,044 fig- 
ure to 1,760 aircraft. Where military air 
and ground crews are officially estimated 
at a total of 245,000 men, this study sees 
a need for only 29,790. Estimates of the 
amount of fuel needed are reduced from 
195,335,792 gallons to 188,850,000. 

What it all means to civilian ship- 
pers and military planners is this: 

In military operations, air transport 
is certain to take on a larger role. Ground- 
force planners already have begun a proj- 
ect of making entire armies transportable 
by air. Air-transport techniques like the 
Berlin air lift are being studied by the 
newly organized Military Air Transport 
Service for use in supplying outposts hun- 
dreds of miles from base in wartime. Now 
development of new planes indicates that 
future aircraft, under some war condi- 
tions, might support military operations 
in enemy countries thousands of miles 
from U.S. bases and without land or sea 
communication lines. 

In commercial operations, the air- 
cargo industry, already booming, is likely 
to expand further as bigger, more efficient 
planes become available. Railroads, 
trucks and ships remain far more eco- 
nomical for normal cargo, yet growing 
capabilities of air transport mean that 
nearly anything needed in a hurry now 
can be flown for a reasonable cost, with 
the trend of that cost downward. 

Outlook, thus, is for a further ex- 
pansion in the air-transport field, a field 
that already has grown to big-business 
size since World War II. That expansion 
is limited only by the size and efficiency 
of new transport planes now being de- 
signed for large-scale operations. 
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Signs of Trouble in Russian Bloc 


Reported from BELGRADE, PRAGUE, ZURICH and WASHINGTON 


Russia is hitting the bottom of 
the barrel in Eastern Europe. 

Satellite countries are going 
broke under Russian manage- 
ment. They need machinery and 
raw materials that Russia can- 

not supply. 

Pressure is on Russia to come 
to terms with the West, which can 
meet Eastern Europe's needs. 

Trouble is undermining Russia’s em- 
pire in Eastern Europe. Currencies are 
weak. Production is behind schedule. 
Some Communist governments are 
quarreling with Moscow. Others are 
worried over anti-Russian demonstra- 
tions. 

Satellite countries are urging Moscow 
to come to terms with the West so that 
they can get the machinery and raw 


materials that Russia cannot supply. They 
are groaning under a one-way trade that 
profits only Russia. In addition, Russia 
has taken more than $13,500,000,000 
worth of raw materials, food, machinery 
and goods out of Eastern Europe as war 
booty, reparations and occupation costs. 

As a result, while Western Europe, 
with U.S. help, is surpassing prewar 
levels of production and making rapid 
strides:toward recovery, Eastern Europe 
is making no such progress. Western 
Germany, encouraged by currency re- 
form, is beginning to hum again, while 
Eastern Germany, stripped of much of 
its productive machinery by Russia, is 
close to economic collapse. 

In addition, political troubles are 
worrying the Russians in Eastern Europe. 
Yugoslavia has broken with the Com- 
munist headquarters in Moscow and is 
trying out its own brand of Communism. 
Czechoslovakia and Poland are quarrel- 
ing with Moscow over the Russian policy 
in Germany. The Danube River countries 


are resisting Russia’s efforts to keep the 
river closed to Western trade. 

What Eastern Europe needs, 110; 
and in the immediate future, is machine 
and raw materials that only the U.S. and 
Western Europe can supply in sufficiey; 
quantity. Russia, in many pacts with he; 
satellites, has contracted to deliver mor 
than she could produce. The chart be. 
low shows the one-sided nature of Sovie 
trade with the satellite countries, 

What Eastern Europe offers to the 
West, in exchange for machinery and ray 
materials, will not be enough to pay fo 
what the satellite countries want unles 
Russia cuts down on her demands. The 
West is not prepared to expand credit to 


countries in the Russian sphere of influ. 


ence so long as Russia carries on its “cold 
war” with the West. So, from the Balti 
to the Adriatic, Russia’s satellites ar 
urging the Soviet Union to seek an agree. 
ment with the West that will permit th 
revival of East-West trade. 


Such an agreement will require 3 
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major shift in Russian policy. Up to now, 
Russia has shown little concern for the 
future of Eastern Europe. Instead, under 
cover of reparations, occupation costs and 
terms of trade, Russia has been syste- 
matically pillaging her satellites. 

Country by country, this is what is 
happening in Eastern Europe: 

Finland is better off than most of the 
other satellites. Russia is using Finland 
to get goods from the West. Finland al- 
ready has paid off half of the $300,000,- 
000 that Russia demands in reparations, 
and Russia has cut the balance in half. 
But Russia wants to be paid mainly in 
machinery and other goods that Finland 
can get only by trading with the West. 
And Western countries are beginning to 
screen their exports to Finland, holding 
out on the things Russia wants most. 

Poland is held to agreements that 
benefit Russia, not Poland. Part of Po- 
land’s coal, for example, is sold to Russia 
at about $1.50 a ton. The normal export 
price is $12 a ton. But Poland is required 
to pay Russia the world price for oil, 
from wells that once belonged to Poland. 
In addition, the Poles, who were to get 
a share of the reparations Russia is taking 
out of Germany, are receiving little that 
the Russians themselves could use. As a 
result, Poland is seeking credits in the 
U.S. and is trying to expand her trade 
with Western Europe. 

Czechoslovakia is forced to sell her 
industrial products to Russia at about 
half the world price, but is required to 
pay 50 per cent more than the world 
price for Russian grain. The trade surplus 
Czechoslovakia had built up before she 
was pulled into Russia’s sphere of influ- 
ence, has turned into a growing deficit. 
Zurich information is that Czechoslo- 
vakia’s dollar account in Switzerland, 
which rose to $70,000,000 up to the 
middle of 1947, now has dropped to 
$45,000,000 and is dwindling rapidly. 

Inflation is sapping the Czechoslovak 
economy. Consumer goods are getting 
scarce because so much of the country’s 
output is going to Russia. And the Com- 
munist Government, despite its control of 
the police and the Army, is worried by 
frequent anti-Russian demonstrations. 

Hungary, occupied by Russia as an ex- 
enemy country, has watched its old 
money unit, the peng6 vanish in runaway 
inflation. Now inflation again is threaten- 
ing the new unit, the forint. Trouble in 
Hungary is that Russia is squeezing out 
the country’s wealth and productive 
capacity, not only through reparations, 
occupation costs and one-way trade, but 
also through Russian control of com- 
panies that operate a large part of 
Hungary’s industry. 

Yugoslavia has had enough of one- 
way trade with Russia. Yugoslav raw 
materials, mainly copper, which com- 
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RUSSIAN STEAM SHOVEL AT POLISH TRADE FAIR 
...- more looks than orders 


mands good prices in the West, have 
gone to Russia in large quantities on the 
promise of tractors and other machinery 
in return. But Russia has delivered little. 
Now, following the open break between 
Yugoslavia’s Communist Party and Mos- 
cow, the Yugoslavs have sent a trade 
mission to Belgium and are looking for 
trade with the U.S. 


Albania, a small country with few 


resources, is basking in Moscow’s approv- 
al because its Communist dictator sided 
with Moscow, not with Yugoslavia. But 
Russia is proposing to take over Yugo- 
slavia’s shares in Albanian oil companies 
and there is no sign that Albania will 
get much in return. Albania has a trade 
mission in Moscow, but the Russians have 
only military and cultural missions in 
Albania. 


Bulgaria, which depends largely on 


tobacco for her trade abroad, is sending 
much of it to Russia in exchange for tex- 
tiles and other goods. But the Bulgars are 
getting only half the amount of goods 
from Russia that they could get for their 
tobacco from buyers outside the Soviet 
orbit. Bulgaria’s Communist dictator, 
Georgi Dimitrov, has sided with Moscow 
against the Yugoslav Communist Party. 
But he has been careful to state that his 
Government and the Yugoslav Govern- 
ment remain good friends. 

Rumania is exploited more ruthlessly 
by the Russians than are any of the other 
European satellites. Inflation is encour- 
aged by a heavy burden of occupation 
costs, reparations and one-way trade. The 
country is close to bankruptcy. 

Virtually all of Rumania’s oil goes to 
Russia for resale in Europe or for use by 
the Russian armies outside the Soviet 
Union. Russia has built a pipe line from 


the Rumanian fields at Ploesti to the Rus- 
sian port of Odessa on the Black Sea. 
But wasteful Russian methods of extract- 
ing oil, plus lack of drilling machinery, 
much of which was taken off to Russia, 
are cutting down Rumanian oil output. 
Rumania’s grain exports, main source of 
wealth of the country, also are going to 
Russia, partly for use by the Soviet 
forces in Eastern Europe and partly for 
sale to other satellite states by the Rus- 
sians. Rumanian peasants, lacking goods 
to buy, are producing less food for sale. 

Throughout Eastern Europe, Commu- 
nist governments are warning Russia that 
the one-sided trade cannot go on for- 
ever. Day of reckoning for Russia is 
coming closer. 

Russia‘’s problem is this: 

Exploitation of Eastern Europe is 
weakening Russia’s empire. Some sat- 
ellites, following Yugoslavia’s example, 
may break away and try to do business 
with the West on their own. Others, such 
as Rumania and Hungary, are likely to 
end up as liabilities, exhausted and bank- 
rupt, not productive assets, for their Rus- 
sian allies. And the economic weakness of 
the satellites will make Russia more vul- 
nerable to the West if war comes. 

Reconstruction of the economy of 
Eastern Europe is too big a job for Rus- 
sia to tackle alone. Not for ten years—if 
then—can Russia supply the capital goods 
needed by Eastern Europe without cut- 
ting into her own economic planning. 

A truce that would permit the de- 
velopment of East-West trade is ardently 
desired by most of Russia’s satellites. 
Trouble now developing in Eastern Eu- 
rope gives Russia good reason to come to 
terms with the U. S. and the West on the 
whole of Europe. 
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Dollar trouble is forcing Latin 
America to drastic action. 

Now the Mexicans are: trying 
devaluation. That means reduced 
purchases from U. S., but a wind- 
fall for American tourists. It also 
means a squeeze on Mexican 
consumers, some hard times. 

Boom days, easy sales of U. S. 
goods, are over. 


Dollar troubles are becoming acute 
in Latin America. Countries south of 
the U.S., after spending more than 
$3,500,000,000 for American: goods last 
year, find that controls on imports and 
foreign exchange are not enough to 
check their dollar losses. Currency de- 
valuation, cutting U. S. exports to this 
area, now is getting a trial. 

Colombia has devaluated the peso. 
Brazil has lowered the value of the 
cruzeiro. Argentina is reshuffling her 
multiple exchange rates. Now, Mexico, 
nearest Latin-American neighbor and one 
of the biggest customers of the United 
States, has unhitched her currency from 
the dollar. 

Effect is to be felt by both Americans 
and Mexicans. Once the peso’s value 
settles down: 

Mexican imports from the U.S. will 
be a little higher than at present, but. 
nowhere near the high levels of last year. 
Higher prices for American goods seem 
to be here to stay. Markup of 30 to 50 
per cent is common. And, since few Mexi- 
cans can afford higher prices, demand for 
U.S. goods will fall off. Goods made in 
Mexico, if priced lower, will replace 
American goods. 

Mexican exports to the U.S. will 
produce more pesos per sale, if not more 
sales. Every dollar earned by exports will 
be exchanged for more pesos than before 
devaluation. As a result, Mexican exports 
will bring higher returns. American- 
owned companies operating in Mexico 
will share in the benefits. 

American tourists also stand to gain, 
at least temporarily. A few days ago, 
the tourist’s dollar bought 4.85 pesos. 
Now it is worth about 6 pesos. So, for 
every dollar he spends in Mexico, the 
American tourist now gets about 25 per 
cent more in goods and services. 
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LATIN AMERICA: DOLLAR PINCH 


Reported from MEXICO CITY 


Mexicans, on the other hand, don’t 
all like the devaluation. The well-to-do 
will have to pay more for American cars, 
radios, refrigerators. The average Mexi- 
can, who is not well to do, is complain- 
ing bitterly about higher prices. He is 
bitter toward local merchants who seized 
the opportunity to mark up prices on do- 
mestic goods. Laborers who made barely 
enough money to feed their families at 
the old prices can’t see how they can get 
by under the new prices. There is a feel- 
ing of unrest, which could lead to serious 
disorders. 

Inflationary whirl is another worry. 
There was a serious inflation some months 
ago, but the Government checked it. 
Now, with fewer pesos withdrawn from 
circulation for conversion into dollars, 
there will be more money in circula- 
tion. And demands of workers for higher 
wages to meet higher prices are to be 
expected. 

Root of Mexico’s trouble lies in the 
postwar splurge of buying in the U.S. 
Having earned $376,000,000 in gold and 
dollars by wartime sales to the U.S., 
Mexicans, after the war, tried to spend it 
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DOLLARS AND PESOS 


... a windfall for tourists, a squeeze for natives 
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as fast as American factories could tum 
out goods. Some of the money went for 
capital goods for Mexican industry and 
agriculture, but more went into high. 
priced goods—automobiles, liquor, luy- 
uries—for high-income families. Result 
was that, by July of last year, Mexico's 
reserves of gold and dollars were down 
to $175,000,000. 

Worried, the Mexican Government 
then tried import controls, then quotas 
limiting imports of automobiles, for ex- 
ampie, then higher import duties. 

None of these devices proved to be 
enough. Mexican purchases from the 
United States, for the year ending Dec. 
31, 1947, reached the all-time high of 
$616,000,000. Gold and dollar reserves 
today approximate $125,000,000, little 
more than enough to back the currency 
in circulation. 

To make matters worse, enforcement 
of controls was often lenient. Bribes to 
officials frequently got around regulations. 
Smuggling increased. And the Govern- 
ment itself, by raising the import quota 
on automobiles at the beginning of 1948, 
asked for trouble. 

Flight of capital has ag- 
gravated the situation. Ameri- 
can capital, attracted to Mex- 
ico by stories of quick profit 
and high interest, has begun 
to leave. Even an estimated 
$125,000,000 in Mexican 
capital has sought refuge in 
the U.S. 

The money situation 
has about everyone in Mexico 
on the anxious seat. Business- 
men won't buy until they can 
see where the peso will finally 
level off. 

Mexican officials want the 
new value of the peso to be 
determined by the free mar- 
ket. Assumption here is that 
the International Monetary 
Fund will agree to that, al- 
though it may ask Mexico to 
take steps to make the new 
rate effective. This could mean 
less Government spending 
and tighter credit. 

Informed guesses put the 
new rate at between 6 and 7 
pesos to the dollar, against 
the old rate of 4.85. But, in 
any case, the days of big dol- 
lar balances and heavy pul- 
chases from U. S. are gone. 
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“He learned a good-paying trade 


—thanks to Employers Mutual” 











“When Bill had that terrible accident at the 
factory two years ago, things sure looked black 
for our future. He had never been what you'd 
call a ‘big earner-—but we were getting along 
all right. . . . Well, luckily, everyone at Bill's 
plant is covered by Employers Mutual Work- 
men’s Compensation Insurance. I didn’t know 
much about workmen’s compensation insur- 
ance at the time—never even suspected what a 
godsend it could be in an emergency until... 





















*...After Bill got out of the hospital, he was 


told he couldn't ever handle his former kind of 
work again. But Employers Mutual knew the 
answer; they showed Bill how, during his con- 
valescence, he could take up vocational training. 
Thanks to Employers Mutual, he was able to 
learn a trade, and now he is earning more than 
he ever earned before. And we owe it all to 
the fact that Bill’s company carried Employers 


Mutual compensation insurance!” 


RRL RE SELLE BALLET 
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It's the high quality of E-M_ services that 
makes them outstanding. In safety engineering, 
accident prevention, rehabilitation, claims 
settlement and in all other insurance matters, 
Employers Mutuals adhere rigidly to the high- 
est standards of fulfillment of their contractual 
obligations. Everyone benefits — workers and 
their families, as well as employers who, by 
choosing E-M, provide the very finest protec- 
tion . . . and lower their own insurance costs. 


EMPLOYERS MUTUAL LIABILITY INSURANCE COMPANY OF WISCONSIN 





Home Office: Wausau, Wisconsin ° 


EMPLOYERS MUTUAL FIRE INSURANCE COMPANY 


Offices in Principal Cities . 


Consult your telephone directory 


Employers Mutuals write: Workmen’s Compensation— Public Liability— Automobile— Group 
Health and Accident—Burglary—Plate Glass—Fidelity Bonds—and other casualty insurance. 


Fire—Extended Coverage—Inland Marine—and allied lines. All policies are nonassessable. 
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“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.’ 

GEORGE WASHINGTON 





(These two pages present each week the opinion of The Editor. The « 
other members of the staff, who report, interpret, and forecast ngi;, 








AN EXTRAORDINARY SESSION OF CONGRESS 
CALLS FOR EXTRAORDINARY LEADERSHIP 


BY DAVID LAWRENCE 


The Constitution says a President may convene 
Congress “on extraordinary occasions.” 

An “extra” session, therefore, does not mean an 
“additional” session or just an extension of the pre- 
vious regular session. 

It means that an “extraordinary occasion” has aris- 
en and that the executive and legislative branches of 
the government are under a solemn duty to consider 
the extraordinary situation and legislate in the inter- 
est of all the people. 

Plainly such an occasion calls for “extraordinary” 
leadership, too. 

The mere fact that a President of the United States 
is running for another term does not make it sinful for 
him to influence public opinion in behalf of those 
measures which he believes will benefit the people, 
albeit they may benefit him as well. 

Unless our public officials are conscious of the need 
for public support, they cannot serve effectively. 

So let us not condemn Mr. Truman merely for be- 
lieving that an extraordinary situation exists and that 
there could be legislative action to ameliorate the eco- 
nomic ills that confront us. 

But at the same time let us not condemn the Re- 
publican Congress as responsible for those ills. 

Candor requires the statement that our economic 
disequilibrium today is not the fault of either political 
party or any of its leaders. 

Why we have inflation: We have inflation because 
we upset our national economy with the most costly 
war in all history. 

We have inflation because the American people 
want to have their cake and eat it, too. 

We have inflation because the President himself told 
the employers of the nation that they must pay in the 

postwar era for 40 hours of work the same total wage 
that was taken home in the war period in payment for 
40 hours plus time-and-a-half for overtime. 

We have inflation because you cannot pay more for 
producing less and come out even. “More pay for less 
work” is the Devil’s counsel. 

We have inflation because business men live in an 


atmosphere of fear of the economic power of organized 
monopolies which set the wage levels in whole indus. 
tries. Many of the inordinate price rises of today are 
based on fear of a collapse of the volume of orders to- 
morrow. 

We have inflation because we have found it neces- 
sary to feed the peoples of the world and supply them 
with our commodities and materials and manufac- 
tured goods. The European Recovery Program alone 
would be inflationary even if there were no other 
causes. Yet it is necessary. 

We have inflation because the whole world is living 
in fear of war. Diplomacy’s blunders are costly. Arm- 
ament expenditures by the United States alone of from 
$12,000,000,000 to $15,000,000,000 a year drain cer- 
tain key materials and make shortages of manpower, 
thus creating extraordinary demand and _ boosting 
wage levels and then prices in a vicious circle. 

Victims of selfishness: The American people are 
the victims of their own folly. The organized workers 
insist on wage increases each year, and the producers 
insist on price rises to meet them. The argument as to 
what is a proper profit is related to what is a proper 
reserve or surplus for those days when the inevitable 
crash comes and business goes into the red and yet 
is expected to maintain operations just the same. 

An inflation severely pinches the persons with fixed 
incomes—those workers whose rate of pay or com- 
mission rarely changes because the goods or services 
produced by them have always remained at more of 
less fixed prices. Widows and orphans and holders of 
securities and pensions find their dollars shrinking in 
purchasing power as prices rise. 

What is the answer? 

It certainly will not be found by fanning the flames 
of political partisanship. No worse blunder was evef 
made by a President of the United States in time of 
crisis than to play politics with the aftermath of war. 
Mr. Truman blamed the 80th Congress for the high 
cost of living. He forgot that the 79th Congress—with 
its Democratic majority—ordered decontrols. He must 
have been aware as he spoke to Congress that we have 
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of U.S. News & World Report are written in their entirety by the 
ternational news irrespective of the editorial views expressed here.) 


“| wholly disapprove of what you say but will 
defend to the death your right to say it.’ 


VOLTAIRE 








been exporting farm products with government subsi- 
dies and thus maintaining high prices for the main 
items in the cost of living. 

The President must have known, moreover, that his 
own encouragement of higher wage levels was a prime 
factor in raising the price level. Indeed, he claimed 
credit at the Democratic convention for high income 
for farmers and high wages for workers. He didn’t 
accept any blame for the hardships imposed on the 
ifixed income groups who are paying for that high farm 
‘and wage income through a higher cost of living. 
What an opportunity for statesmanship Mr. Tru- 
man really had! He could have frankly acknowledged 
that all of us were in large part to blame and that war 
was primarily the cause of our economic distortion. 
He could have magnanimously absolved his political 
opponents and admitted that both parties had made 
mistakes in groping for stability in the postwar 
period. 

But, more than this, the President could have called 
for the appointment of a non-partisan economic com- 
mission to meet for the next 90 days and bring in after 
tthe November elections a set of legislative recommen- 
/dations. He should have called the extra session, in the 
first place, to convene in November. 

There is not a single thing on the President’s list of 
‘tecommendations delivered to Congress last week 
which cannot wait till November. 

Meanwhile it would have been logical and proper 
for the President to have campaigned for the election 
of a Democratic Congress committed to his viewpoint. 
This is the right method to use in a crisis. It conforms 
to our spirit of fairness in a democracy and leaves the 
decision where it should be—with the electorate. 

The lines of policy as between the parties are well 
known. Nothing that the extra session can do will add 
anything to the position of either party, politically or 
ideologically or in any other way. 
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Political errors: For the President to have sum- 
moned Congress into session in the midst of a political 
campaign has not turned out to be the clever stroke 
itwas called by the radio commentators at the con- 


failure to recognize true causes of inflation prevents non-partisan approach 
to solution—No one group or party can be blamed for what is 
really war's aftermath—Blunder in making crisis a political football. 


vention as they emphasized the shrewdness of the 
move. 

Mr. Truman’s speech to the convention and his 
address to Congress were shallow expressions. They 
did not make a factual case. They were plainly parti- 
san and they did not see the mote in one’s own eye— 
they saw only the mote in the other fellow’s eye. It 
was not an objective approach. 

Mr. Truman is a sincere individual but he does not 
measure up to the occasion. He apparently has begun 
to worry too much about the political jobs of those 
who surround him. He is trying to save those jobs— 
though it may be doubted whether he is overly con- 
cerned himself about remaining in the White House. 

Mr. Truman doesn’t see the political forest for the 
trees. He doesn’t perceive that the highest statesman- 
ship is often achieved through self-sacrifice. 

But even as a politician Mr. Truman has erred. He 
has chosen to cast his lot with “left wing” pressure 
groups and blocs that benefit by special privilege legis- 
lation. He ignores the vast body of the people who 
have been hurt by such tactics. 

What Congress can do: The extra session should 
not miss the opportunity to finish up on certain bills 
that were far along when Congress adjourned in haste 
last June. The bill to loan money for the United Na- 
tions to build a permanent home in New York City is 
non-partisan and should promptly be passed. 

The housing bills should be reviewed ana a prac- 
tical piece of legislation written in conference. 

The cost-of-living problem should be met by the 
naming of a joint commission of members of Congress, 
competent economists and labor, agricultural and bus- 
iness leaders. It should sit with the President’s Council 
of Economic Advisers. A report should be ready in 
time for a session in November. 

After dealing with these few subjects, Congress 
should adjourn until November 15th and, backed by 
an election mandate, begin then, in a non-political at- 
mosphere, the consideration of measures to meet the 
economic crisis which is in truth an “extraordinary 
occasion” in American history. 





















The Policy Back of the Policy—Our way of doing business 
that makes yowr interests our first consideration 





| swan part with his dog? Not a chance! It means claim settlements; fast, friendly, nationwide service day § 


protection—and also a friend. That's what Hard- or night; safe, thorough coverage by a strong company; 
ware Mutuals automobile insurance can mean to you. and dividend savings to policyholders each year since § 
) 5 J ; 
Especially today, with accidents so frequent and costly. —_ organization. 
You'll never be without Hardware Mutuals full- Be guided by the peace of mind of thousands who 
& y P 
standard protection once you experience the plus-pro- find Hardware Mutuals protection a faithful “bodyguard”. 


tection of the policy back of the policy: prompt, fair Licensed in every state. 


Non-assessable Casualty and Fire Insurance for your AUTOMOBILE...HOME... BUSINESS 


Hardware Mutuals 


Stevens Point, Wisconsin - Offices Coast to Coast 





HARDWARE MUTUAL CASUALTY COMPANY ~ HARDWARE DEALERS MUTUAL FIRE INSURANCE COMPANY hice 






day § 


any; 


ince 


who 








pressure on Moscow, actually, may come from the Russians themselves, from their 


SON 5 il ; 
} { } +4 re CP a ot \ 
i I, 214 a ! 

= 4 t Sa 
“\ Worldgram °°: 


Reg. U.S. Pat. Off. , ys 


FROM THE CAPITALS OF THE WORLD 


BERLIN....PARIS....LONDON....SINGAPORE.... 








» What top diplomats of the world are deciding now is issue of war or peace 

5, 10, 15 years from now. It is not a question of fighting next week. It is a 
question of getting the world on the right track. Later, that may be impossible. 

Next 30 days are crucial. Within that period, it will pay to watch Western 
Germany as well as Berlin. Separate government for Western Germany, if actually 
established by September 1, is to mean more crises, less hope for peace. 

Deal shaping up is for West to postpone new setup in Western Germany, while 
Russians call off the blockade of Berlin. Then the peace talks can begin. 

Bargaining strength of both sides is being built up, meanwhile, at furious 
rate. That is what is happening in Berlin now. It is the prelude to a deal. 

Bluffing is in the picture, too. Whether it is working is another matter. 











Russians don't really need to build up their bargaining strength in Berlin. 
They hold most of the cards there, anyhow. But they seem to want them all. 
Fight for control of city therefore is now in full swing, out in the open. 
Control of police is at issue. Communists, after failing to take over entire 
police force, are now making off with a part. The rest is sticking with the West. 
Control of food is another issue. U.S. and Britain are flying it in, but 
Russia is maneuvering to get a firm grip on food distribution throughout city. 
Control of currency is likewise in dispute. Now Soviet officials have fixed 
things so Berliners have to use new Soviet marks--if they can get hold of them. 
Given control of Berlin's police, food distribution and currency, Russians 
can pretty well call Berlin a Soviet city, whether West stays or leaves. 
Additional pressure on the West, furthermore, can be noted at Vienna. 
There, the Berlin pattern of rail restrictions is beginning to show up once more. 

















Western diplomats, after a slow start, are marshalling quite a collection 
of bargaining points themselves. West's list includes these items: 

Air lift to Berlin. That's No. 1. It wins Germans, may influence Russians. 

Counterblockade on rail shipments. Actually, it's minor. It sounds big, 
cutting traffic to and from Soviet Germany, but it hurts West as much as East. 

Delay in reparations. Shipment of plants from Western Germany to Russia can 
be resumed, West now says, as soon as Moscow lifts the blockade on Berlin. 

Threat to Soviet radio. Russia's radio facilities, in Western part of city, 
can be disrupted, forced to move, if West insists on building new air strip there. 














»Best bargaining point in the West's whole collection, though, isn't located 
in Berlin, isn't a direct result of pressure by the Western allies. Strongest 
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FROM THE CAPITALS OF THE WORLD 





BERLIN....PARIS....LONDON....SINGAPORE.... 


» What top diplomats of the world are deciding now is issue of war or peace 

5, 10, 15 years from now. It is not a question of fighting next week. It isa 
question of getting the world on the right track. Later, that may be impossible. 

Next 30 days are crucial. Within that period, it will pay to watch Western 
Germany as well as Berlin. Separate government for Western Germany, if actually 
established by September 1, is to mean more crises, less hope for peace. 

Deal shaping up is for West to postpone new setup in Western Germany, while 
Russians call off the blockade of Berlin. Then the peace talks can begin. 

Bargaining strength of both sides is being built up, meanwhile, at furious 
rate. That is what is happening in Berlin now. It is the prelude to a deal. 

Bluffing is in the picture, too. Whether it is working is another matter. 











Russians don't really need to build up their bargaining strength in Berlin. 
They hold most of the cards there, anyhow. But they seem to want them all. 
Fight for control of city therefore is now in full swing, out in the open. 
Control of police is at issue. Communists, after failing to take over entire, 
police force, are now making off with a part. The rest is sticking with the West. 
Control of food is another issue. U.S. and Britain are flying it in, but 
Russia is maneuvering to get a firm grip on food distribution throughout city. 
Control of currency is likewise in dispute. Now Soviet officials have fixed 
things so Berliners have to use new Soviet marks--if they can get hold of then. 
Given control of Berlin's police, food distribution and currency, Russians 
can pretty well call Berlin a Soviet city, whether West stays or leaves. 
Additional pressure on the West, furthermore, can be noted at Vienna. 
There, the Berlin pattern of rail restrictions is beginning to show up once more. 

















Western diplomats, after a slow start, are marshalling quite a collection 
of bargaining points themselves. West's list includes these items: 

Air lift to Berlin. That's No. 1. It wins Germans, may influence Russians. 

Counterblockade on rail shipments. Actually, it's minor. It sounds big, 
cutting traffic to and from Soviet Germany, but it hurts West as much as East. 

Delay in reparations. Shipment of plants from Western Germany to Russia can 
be resumed, West now says, as soon as Moscow lifts the blockade on Berlin. 

Threat to Soviet radio. Russia's radio facilities, in Western part of city, 
can be disrupted, forced to move, if West insists on building new air strip there. 














Best bargaining point in the West's whole collection, though, isn't located 
in Berlin, isn't a direct result of pressure by the Western allies. Strongest 
pressure on Moscow, actually, may come from the Russians themselves, from their 
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own desire to negotiate. That can be accepted as fact, as something to build on. 

Negotiation has paid off for the Russians ever since V-E Day. Why quit? 

Pressure, in advance of negotiation, has usually been profitable. 

Pressure plus possession, as at Berlin, must seem to Moscow the strongest 
posSible position, a fine basis for satisfactory negotiations with the West. 

That's one reason why Western diplomats expect Vyacheslav Molotov, Russia's 
Foreign Minister, to favor another round of Big Four conferences. 

And there are additional reasons, not adding to Soviet strength: 

Weaknesses are cropping up within the Soviet sphere. There are serious 
economic weaknesses, causing Eastern Europe to flirt with the idea of a sharp 
expansion of trade with Western Europe. And there are deep political rumblings, 
not only in Yugoslavia, but in Hungary, Czechoslovakia, Poland, Finland as well. 

Ambitions of Soviet foreign policy, furthermore, are yet to be achieved, 
preferably by the cheaper method of negotiation. Russia still wants a voice in 
the Ruhr, has many other desires the West is in a position to satisfy. 

So the odds favor negotiation, a breathing spell of diplomatic conferring. 








>> Warlike gestures, in this situation, probably come under the head of bluff. 
Soviet Army maneuvers in Eastern Germany may be designed to scare the West. 
U.S. plane concentrations in Western Europe may be intended to scare Russia. 
Question, though, is whether these gestures, by either side, scare the op- 
position as much as they do the people rooting for the home team. Point is that 
warlike gestures seem irrelevant when neither side is mobilized for war. 








>> Warlike gestures may be obscuring the real trend of the East-West struggle, 
the "cold war." Fact is, Russia is losing in Europe, gaining in Far East. 

Europe, even inside Soviet sphere, is finding that Russia cannot provide 
the things most needed, whereas the United States can, and apparently wants to. 

So U.S. is winning, despite Russia's bulldog grip on Berlin. 

Far East, on the other hand, has a low priority on U.S. lists, offers rich 
field for foreign exploitation. Communists are seizing the opportunity, moving 
in faster and more successfully than Western observers ever thought likely. 

It's not only China. Communist successes, in one degree or other, are also 
reported regularly now from Indo-China, Burma, Malaya, Indonesia. 

Whether West can stem the tide, or how, are highly debatable questions. 


>> Flare-up in Malay Peninsula gives you an idea of what's going on. 

Communist violence in that jungle country has just about gotten out of 
hand. First, strikes; then a rash of arson and murder; now, organized revolt. 

Result is war between Communists and British in the jungles of Malaya. 

Probably the British will win, if they pour’ in enough planes and men. 

Significance, though, lies back of the current battle. 

This is the pattern pretty much throughout the Far East: A long histogy of 
profit for foreign exploiters, of poverty for most natives; racial antagonisms, 
stirred up first by Japanese, then by Communists; a longing for independence. 

Western powers haven't been able to solve all these problems, and, in any 
case, now have their hands full at home. It's the time for Communists to make hay. 

Western worry is twofold: Loss or interruption of Far Eastern production, 
needed for world recovery; loss of strategic foothold in much of the Orient. 

As Moscow sees it, gains in Far East may well offset losses in Europe. 
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@ Yes, the top-quality of Durkee’s edible vegetable oil products is of vital importance to 
food manufacturers who must meet the quality demands of more than 100,000 retailers. 
One of America’s great food institutions, Durkee has specialized in the creation of 
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No other manufacturer makes a greater variety of edible vegetable oil products than does 
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: ee 
Quality Faced by Kescearch- 
In all of the following fields, Glidden leadership in research is 
proving invaluable to industry. If you have a specific prob- 


lem in any of these fields, your inquiry is invited. 
The Glidden Company, Cleveland 14, Ohio. 
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WHERE IS THE BOOM HEADING? 
VIEWS OF TOP OFFICIALS 


Where does the boom go from here? Is a “bust” com- 
ing? If so, when? 

The answer is: Nobody quite knows. But opinions are 
expressed by high officials of Government who are best 
qualified to have opinions. 

“Instability” is noted by the President’s Council of 
Economic Advisers. More boom is expected by Thomas 
McCabe, Chairman of the Federal Reserve Board. Dis- 
turbing signs are noted, however. Marriner Eccles, former 
Reserve Board Chairman, with a record for accurate 
prediction of economic trends, sees trouble ahead but 
doesn’t know just when. 

In what follows the reader is given text quotations 
from the testimony and the reports of these three quali- 
fied appraisers of the outlook. 


Mr. Eceles. [Witness before Senate Committee on Banking 
and Currency, replying to question from Senator Capehart: 
“Are we in more danger of inflation than we were in 1945 or 
1946? Will prices go higher?”] I don’t think the danger today 
of prices going higher is more dangerous than it was before 
the controls were taken off in 1945. I think there is much 
more danger than when the controls were on, but I would 
say there probably isn’t as great danger at this point of its 
going higher as there was in 1946 because in 1946 we had 
had very little inflation by that time in the price level. We 
have had twice as much inflation, practically, since the con- 
trols were taken off in 1946 than we had all during the entire 
war period from 1940 up until the end of the war. 

Senator Capehart. Do you think unless something is done 
about it, that prices will go higher than they are today? 

Mr. Eccles. I think there is a very good prospect that many 
of the prices will go higher than they are. I don’t know the 
extent. I do say that inflation is well advanced, that the barn 
door has been left open so long I think maybe the horse is 
gone. 

Senator Flanders. Are you saying that we are going to 
have a bust? 

Mr. Eccles. We certainly are going to have a bust, but as 
to just when it will be, I can’t predict. 

Senator Flanders. That will end the danger of inflation? 

Mr. Eccles. It will not only end that, but it will end some 
other things . . . When it will come will depend certainly to a 
considerable extent upon whether or not we have a budgetary 
deficit in the future, and the extent to which the budgetary 
deficit develops. 

The inflation can be carried much further and for an in- 
definite period of time if we should develop budgetary deficits 
and have to finance those deficits, as we may well have to do, 
through the banking system. Then I don’t know how far it 
would go. Then you have a possibility of a lot more inflation, 
but so long as you keep a balanced budget, you can get a 
budgetary surplus, and there of course is less danger of a 
runaway. 

Senator Capehart. Are there more contributing factors 
toward increased inflation today than there were in 1945 and 
1946. ... 
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Mr. Eccles. I think you have the same factors that you had 
then pretty largely, except two that you didn’t have the, 
Then you had a tax program that created a very substantiy| 
budgetary surplus for 1947 and 1946, whereas today you r. 
duce taxes by approximately $5 billion. You have an expand. 
ing military program that went up from $11 billion to $1 
billion. If our military people have their way, it will likely » 
up in the future considerably larger because of the fact yoy 
have no apparent terminal point in the military expenditure 
nor do you have in the foreign aid. So you do have those 
factors to a greater extent... . In 1945, of course, you had no 
balanced the budget. .. . 

Senator Cain. We are spending more money every day, 

Mr. Eccles. You have more in some ways, and the others 
you haven’t, because you have caught up in your production, 
in your food situation today, especially as in grains, wher 
there is a very much better situation. The situation with refer. 
ence to many products is better. Cotton, textiles, sugar. There 
has been a certain catching up on some items. 

Senator Capehart. . . . Is it not a fact that as far as the 
Government is concerned . . . there are more factors today to 
push prices up today than there were in 1946 and 1947? .. 

Mr. Eccles. It is a fact that the budget has gone—after 
getting down to about a $37 billion budget—is now going w 
again to about $42 billion. So in that sense it is unfavorable, 
but yet a $42 billion budget is no larger than a $37 billion 
budget was because you have had more than that much in- 
flation. As long as you have inflation, in terms of dollars, you 
budget is going to continue to go up. You have a national 
product at the present time running possibly as high as $230 
billion. That national product has been going up, and at the 
present rate it may reach $250 billion. And you have had a 
third round of wages. Your whole price structure has gone up. 
You are getting more taxes in the aggregate, but the dolla 
is worth less, and the Government has to spend more. You can 
continue that process to where you may have a budget of $100 
billion, and it won't be any larger than the $37 billion budget 
was in terms of its purchasing power. That is the problem and 
that is the basic inflationary danger. 

The Chairman. [Senator Tobey] You just told Senator 
Flanders in answer to his pertinent query, that we are going 
to have a bust, and the only question is when it will happen. 

Mr. Eccles. And the degree of deflation; let’s put it that 
way. I don’t like “bust.” 

The Chairman. Suppose I had the power to command 
you and I said, “Marriner Eccles, you admit we are going to 
have a bust, and we all admit it if we all go hell-bent for 
election and all that, therefore we are charging you now and 
giving you the power to set up the protective measures t0 
stop having a bust.” What would you say? 

Mr. Eccles. I would say it was too late. 

The Chairman. That is your answer? 

Mr. Eccles. That is my answer. You have to stop a thing 
before it happens . . . you can moderate it, though. 

Senator Capehart. The President is asking that we do 
something here to reduce prices. That, of course, is deflation, 
is it not? In other words, if you reduce prices, you deflate 
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them. That would be the beginning of a reduction in prices, 
g reduction in wages, and a reduction in the national income, 
would it not? 

Mr. Eceles. I suppose it would. That is the only way. You 
can't get ridl of inflation in any way except to stop it, and in 
the process of stopping it you are going to get some deflation. 

Senator Capehart. Do we want to stop it where it is, or 
do we want to deflate it “X” amount and then stop it? 

Mr. Eceles. I would like to stop it where it is. I would like 
to have stopped it before it got where it is, because you would 
have had a lot less people in debt for a lot of goods that will 
be hurt when you stop it. But the longer the thing goes, the 
more people will get in debt and the more people will use up 
their savings, and the more disequilibrium you will have de- 
veloped in the economy and the more difficulty you will have 
making an adjustment. So it is just a question of facing the 
unpleasant alternatives. We all want an easy way out. It is 
too late to find one. ... 

Senator Cain. There are hard ways not only to stop it 
but to cure it. 

Mr. Eceles. That is true. Nature, with its economic factors 
and laws, will take care of that. There is no question about 
that.... 

I would like to say this: I have indicated, at least tried to 
indicate, here, that the easy way out is not simply to pass the 
buck to the Federal Reserve by giving them credit control. 
That isn’t the way out. 

As long as you are going to have these easy housing credit 
and secondary markets, as long as you are going to put floor 
prices under farm products and buy potatoes . . . and do that 
sort of thing, and as long as you are going to run under this 
inflationary situation a budget that has no surplus, then I 
say that you have little or no chance of controlling inflation, 
and the Federal Reserve Board does not want and does not 
expect to be the goat. 

The Chairman. You made a statement there a while ago 
that I don’t like to have go out over the country on your “bust 
we must” theory. You said it is too late. I don’t believe you 
are correct in that, Mr. Eccles... . 

Mr. Eccles. I don’t see, personally, any way at this time 
of avoiding some unpleasant adjustments. You have in the 
economy—a terrific disequilibrium, and that largely developed 
after the war when all of these various harness of controls 
were taken off in 1945 and 1946, not during the Congress of 
most of you people. 

Where you have a large part of the population, as you 
have, and an increasing number of the population, that are 
sustaining themselves not only by spending all of their current 
income, but by using up their savings and by going into con- 
sumer and other debt; and you have other groups, and a 
maller group, the farmers, especially the well-to-do farmers, 
not the tenants so much, and the business groups, making 
abnormal profits and income, you find that whereas the gen- 
eal inflationary situation may have upped the cost of living 
75 or 80 per cent, there are certain groups whose income has 
not approached those levels, and there are others who have 
gone far beyond that increase. 

So you have this terrific disequilibrium. That will create a 
bust inevitably. You can’t keep the great masses of your peo- 
ple sustaining themselves by using not only all their current 
income, but by piling up consumer credit and by going into 
debt as fast as they are for housing at this kind of prices, and 
expect that thing just automatically to work out when they 
quit going into debt, or when the creditors say the point of 
saturation has been reached and we have to start collecting. 

That time may well come. 

If it were possible—and it isn’t possible in a free economy— 
i you had a regimented economy, if you had an economy 
where you could go back and say at the end of the: war or 
tefore the war that this group has profited greatly as a result 
itwar, and we are going to put a capital levy on them and 
adjust the thing, and we are going to apply that against the 
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public debt, we are going to reduce this volume of deposits, 
if you had a way of lifting up the income of the low-income, 
especially the white-collar group, if you had a way of saying 
to the person who is a pensioner, to the people who have 
bought insurance, to the savers, and there are millions of 
them, that we are now going to take it away from those who 
have made it and are going to give it to you who have been 
in a sense defrauded ss a result of inflation, you could get 
an equilibrium. But you can’t do that in our system... . 
The thing that always brings about a depression is when 
the mass of people begin to lack enough purchasing power 
to sustain your production, and new investment will always 
falter when the production can’t stay with the people, when 
the production capacity is more than the people can buy. 
You can sustain that with war, you can sustain it in the 


* form of lending, you can sustain it with credit to the masses, 


as long as somebody is willing to give you credit. 

Senator McCarthy. Don’t you think it is a rather 
simple thing to increase the minimum wage, to increase the 
pensions so that you will bring this group of some 40 million 
up somewhat to the same level that your 16 or 18 million 
are on now?... 

Mr. Eceles. I don’t think it will raise the earning power of 
many people, because [ think the minimum wage would only 
apply to the interstate business. It doesn’t apply to the 
States. . 

[ am not saying that an increase in the minimum wage isn't 
justified, but it seemed to me that about half of the President’s 
program was inflationary and the other half deflationary. It 
had factors that would increase purchasing power and spend- 
ing, as well as curbs in the program. Our difficulty today, of 
course, is that we have more spending than we are able, it 
seems, to produce goods; that is the basis of it. . . . 

Senator McCarthy. . . . It will take some type of violent 
recession to bring those people on an even keel, so they can 
all bid. 

Mr. Eccles. Unfortunately, a recession doesn’t bring about 
an equilibrium. It forces the Government to intervene on an 
increasing scale, and that is why the inflation is so terrifically 
dangerous. ... 

The statement that I don’t think I made, that it was too far 
gone to control. What I meant to imply was that it was too far 
extended to avoid a deflation. You can call it a bust or 
whatever you want. But I did not say that it could not go 
substantially further, and therefore the deflation and the 
bust be that much greater. 

It certainly is desirable that further inflation be controlled. 

The Chairman. | hope the press will get what he is saying, 
because the bald statement he made a while ago troubled me, 
and he is qualifying it now. I hope you get the distinction be- 
cause the effect’on the country as a whole might be very 
disastrous if they took, hook, line and sinker, the original 
statement that bust we must, and you can’t stop it. 

Mr. Eccles. My point is that you can’t avoid a deflation. 
I will put it this way: 

After you have had as much inflation as we have had, and 
as much credit expansion as has gone on, much of it undesir- 
able, you can't avoid some deflation, it seems to me. 

That is what I meant. You can’t avoid it. 

I do say that it is desirable to curb further inflation, because 
even though it already has been permitted to go too far, that 
is no reason that it should be permitted to go further, because 
the further it goes, the more damage it does to the public, 
the more injustice it heaps upon a great many people, and 
the more difficult the adjustment will be, and the greater the 
deflationary process may well be. 

I would like that substituted for that other remark. 

Mr. McCabe. [After reading statement by Federal Reserve 
Board, of which he is Chairman.] Now, I will give you some 
of my personal observations concerning the impact of the in- 
flationary forces on our credit-control mechanism. . . 

Economic prospects indicate a continuation of strong in- 
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flationary pressures during the next several months and per- 
haps for a much longer period. Individual incomes have con- 
tinued at a high level, with a tendency to increase as prices 
and wages have risen and employment has grown with the 
labor force. Consumer spending, based on current incomes, 
the use of past savings and borrowing, also has continued to 
expand. Construction volumes seem likely to remain for a 
while at capacity levels, with possible further rises in prices. 
Business expenditures are also expected to continue in large 
volume. Government expenditures are increasing, while the 
recent income tax reduction will lower receipts. 

Continuation of these tendencies will call forth further 
credit expansion. Borrowing by consumers and home owners 
will no doubt continue to expand and thereby add to con- 
sumer. spending and to demands for housing, which are al- 
ready excessive. Prospective large outlays by business for ex- 
pansion of inventories and plants will probably exceed in- 
ternal funds available and also amounts obtained by flotation 
of new securities. Over-all demands for funds may continue 
in excess of the current volume of savings readily available 
for lending for such purposes. To help meet the demands for 
credit and capital, corporations, individuals and financial in- 
stitutions will sell some of their holdings of Government se- 
curities and also increase their borrowings from banks... . 

To avoid an abundance of reserves, an easy short-term 
money market, and continued inflationary credit expansion, 
positive measures to absorb reserves will be needed... . 

Federal Reserve authorities . . . are convinced that, so long 
as the present situation lasts, it is important to restrict further 
credit expansion and to promote a psychology of restraint on 
the part of both borrowers and lenders. 





VIEWS OF PRESIDENT’S ADVISERS 


(Salient passages from ‘The Economic Situation at Midyear, 1948, a 
Report to the President by the Council of Economic Advisers,’’ transmitted 
as part of “The Midyear Economic Report of the President to the Con- 
gress, July 30, 1948.’’) 


The fact that many wages have advanced sharply should 
not overshadow the fact that millions of workers, who have 
not participated in the regular rounds of postwar increases, 
have seen their real earnings decrease as the cost of living has 
mounted, Such unevenness of wage movements has a dis- 
turbing effect upon the whole wage structure, upon relation- 
ships among the various cost factors in production, and upon 
interindustry relationships as well. . . 

The foreign-aid program is not designed to put props under 
our current business boom. The unfilled demands of the 
American market, with its enormous purchasing power, would 
sustain our prosperity for the present even if foreign markets 
were sharply reduced. We are deliberately subjecting our- 
selves to inflationary pressures on the domestic economy in 
the short run, in order to contribute to international security 
and economic stabilization in the long run. 

Stabilizing the world political situation and restoring peace- 
ful world trade is vital to maintaining our domestic economy 
on a high level of production and employment in the years to 
come. After accumulated demands at home have been suc- 
cessfully met and supply lines filled up, the American 
economy, to continue to operate at high speed, requires that 
the world in which we trade shall likewise be active and 
prosperous. Further recovery in Western Europe will progres- 
sively remove the need for further assistance from the United 
States Government. Moreover, if we pursue proper policies 
international trade, it will promote a beneficial flow of goods 
to the United States and support foreign demand for our 
products .. . 

Even more significant than the total is the composition of 
the bill of goods required. Earlier reports on the impact of 
foreign aid upon the domestic economy have emphasized 
that the pressure upon a few key spots is more troublesome 
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than the impact would appear to be when measured in aggre. 
gate dollar terms. This will continue to be the case, with ay 
important difference between the impact upon agricultyr) 
supplies and the impact upon industrial supplies. 

In the case of agricultural supplies, exports of wheat from 
this country are now expected to be below the 480 millio, 
bushels exported during the past crop year. This reflects the 
prospects of unusually good cereal crops in Western Europe 
this year compared with an extremely low yield last year 
This easing of foreign pressure on our grain supplies come 
at a time when our own 1948 wheat crop is estimated at , 
high figure of 1.2 billion bushels (120 million below lag 
year’s record crop). Meanwhile, the preliminary outlook fo; 
corn offers hope of a record crop of 3.3 billion bushels com. 
pared with last year’s 2.4 billion. In addition, most of the 
agricultural commodities which are expected to be shipped 
abroad in larger quantities this year than in 1947, such a; 
cotton, tobacco, and some other products, are available a 
home in adequate supply. Thus, the impact of the aid pmo. 
gram in the agricultural area, with its important bearing upon 
domestic food prices, is unlikely to be as serious as it has 
been. Nonetheless, it will have a substantial continuing effect 
in view of the extraordinarily high domestic demand. 

In the case of some key industrial products, the foreign-aid 
program will continue to exert great pressure against tight 
supply. Although major decreases are expected in the total 
export of fats and oils, freight cars, electrical machinery and 
apparatus, petroleum products and coal, the high domestic 
demand for these products in relation to supply will require 
the most careful screening of exports... 


Defense Demands and 
Civilian Supply 

. .. The commitments involved in this stepping up of the 
Military Establishment represent a rising trend. This does not 
mean that new defense proposals will be made; whether or 
not that will be necessary no one can now say. It means simply 
that the program now under way will involve an increasing 
rate of outlays over the next three years. The planning and 
contracting for these rising expenditures will have economic 
impacts in -advance of actual expenditures. They support 
anticipations of high business volume and high consumer 
incomes. They equally support anticipations of pressures upon 
the labor supply and shortages of raw materials and key 
industrial products. Some of these effects are already begin- 
ning to appear. 

The second reason for the substantial impact of the de- 
fense program upon the domestic economy is that there is 
now little slack in the use of our productive capacity. Par- 
ticular industries of great importance to the defense program 
are already severely overburdened, and particular materials 
are in short supply... . 

The big impact of stockpile procurement is yet to come; a 
major fraction of the funds available will not be spent until 
later years. Purchases thus far have been limited, since the 
needed materials have been in short supply even for current 
industrial use. Actual payments for deliveries from new pr0- 
curement through June 30, 1948, were less than 100 million 
dollars. While there is no absolute certainty about the rate of 
stockpiling procurement in the future, the funds available are 
sufficient, if rapidly spent, to have a sharp impact in the basic 
materials markets. The rate at which the balance of about 700 
million dollars already authorized will be spent during the 
next 12 months is still to be determined, but it will be stepped 
up considerably. ; 

The direct requirements of the military, maritime, atomic 
energy and foreign-aid programs in the next 12 months wil 
absorb significant percentages of the prospective supply 
such materials as copper, zinc and lead. Attainment of the 
stockpile goals deemed necessary to our national security 
would require setting aside additional amounts annually fo 
several years. As it will not be possible to increase supplies 
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concerning coverage of the Act and pay- 
ment of overtime. Extension of coverage 
is possible next year, but, at the same 
time, some workers now covered may lose 
the law’s benefits. 

Raising the minimum from 40 cents to 
75 cents would affect only a compara- 
tively few workers, since most of those 
now covered by the law are receiving 
well above the 40-cent minimum. 

Sociai Security is another field in 
which Mr. Truman demands action. He 
is not likely to get it, however. Republi- 
cans and Democrats alike are on record 
in favor of increasing and extending old- 
age pensions, but no action at the special 
session is probable. 

What Mr. Truman wants specifically 
isa 50 per cent increase in old-age pen- 
sions. He also asks that women start re- 
ceiving such benefits at 60 years of age 
instead of 65, as at present. Over-all cost 
of such a program is not estimated by the 
President, but he notes that the average 
old-age retirement benefit for a man and 
wife now is $39 a month, and for a widow 
with two children, $49 a month. A 50 
per cent increase would raise these figures 
to $58.50 and $73.50, respectively. He 
also would extend benefits of this system 
to millions of persons not now covered. 

Taft-Hartley Act repeal, asked by 
Mr, Truman, will be ignored by Congress. 
There is less than a 50-50 chance that any 
amendments to the law will be adopted 
at the special session, although some 
changes are favored by Republicans and 
Democrats alike. These changes probably 
will wait until 1949. At that time, the law 
may be revised to eliminate the provi- 
sion requiring elections among employes 
before a “union shop” can be adopted. 

Congress, as a whole, is in no mood 
to pay attention to any of Mr, Truman’s 
recommendations regarding labor. By the 
time it gets around to changes in labor 





laws, Mr, Truman no longer may be in 
the White House, That is what Republi- 
can leaders are banking on in turning a 
cold shoulder to his latest legislative pro- 
posals, 


ALL-TIME RECORD 
IN JOB ABUNDANCE 


It still is easy to get a job in this coun- 
try. In many factories and: commercial 
fields it is easier than it was a year ago. 
Employment, over all is running well 
above 61,000,000, an = all-time high. 
Wages, too, are the highest on record. 

Latest official employment figures, com- 
piled by the Bureau of Labor Statistics, 
are for mid-June, but there is no evidence 
to indicate that there has been any ap- 
preciable falling off in the number of jobs 
since that time. 

What the figures show is this: 

Nonfarm employment rose 304,000 
in June. This reversed a downward trend 
that had taken place in April and May. 
Total nonfarm employment in June 
reached 44,913,000, highest point of 
1948 to date. 

Construction employment was up in 
June, accounting somewhat for the over- 
all increase. This field provided jobs for 
2,200,000 workers, a postwar high. 

Leather industry, which had signs of 
weakness in recent months, took an up- 
turn and hired 25,000 workers between 
mid-May and mid-June. 

Textile and apparel industries were 
emerging from a seasonal slump. 

Students and other young people who 
sought jobs during May and June were 
absorbed quickly. About five of every six 
found jobs. 

Unemployment in nonfarm jobs rose 
slightly, as it does normally during May 
and June, but the number of persons out 


v 


—Ewing Galloway 





CONSTRUCTION WORKER 


... statisticians found a postwar high 





Speaking of 
supersalesmen... 





Success 2 a 
HOUSEHOLD 


Nothing surprising about that! 


Just look at the Household MARKET, 
small cities and towns. They contain 
more than half of America’s retail outlets 
—and they now have the greatest buy- 
ing power in history! 


Look at Household READERS, more 
than 2,000,000 families. They’re the 
bigger families, with bigger wants— 


| and over 70% are home-owners! 
Cc 


Look at Household SELLING—with 
Idea-Planned editorial pages. They 
back up Household advertisers with 


| more than 250 “‘buy-ideas” per issue! 


Best of all, you can hire this super- 
salesman at the lowest cost per page per 
thousand—$2.25 for black and white, 
$3.00 for four colors. Try it. Let your 


| own sales show you that “Success is a 





Household word!” 


... and speaking of Sales 
Appeal... 


* Household has a bright new format! 

* Lots more 4-color ads— over 40% more 
advertising revenue! 

* More readers—circulation over 
2,000,000! 

* Editorial pages—“Idea Planned” to 
get action! 


HOUSEHOLD 


a magazine of action for small 


; cities and lowue 
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Avizt factor in farm and industrial 
prosperity of the Great Midwest is 
the Sugar Beet, which supplies one- 
fourth of all. sugar consumed in the 
United States. A prime factor, too, in 
development and progress of the Beet 
Sugar industry is the Fast Freight Service 
of The Minneapolis & St. Louis Railway. 

Minnesota and Iowa, served by the 
M. & St. L., plant about 25,000 acres 
and harvest some 275,000 tons of Sugar 
Beets each year. Growers in the two 
states are paid more than $3,500,000 
annually for beets, which in one gener- 
ation have become a major cash crop 
for Midwest farmers. 

The M. & St. L. directly serves two 
large and modern refineries, at Chaska, 
Minnesota, and Mason City, Iowa, of 
the American Crystal Sugar Company, 
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Big Factor in Midwest Prosperity 


CHASKA, MINNESOTA 


which also operates seven other plants, 
including two more in Minnesota, at 
East Grand Forks and Moorhead. 

To sugar factories, the M. & St. L. 
delivers beets, coal, coke, fuel oil, lime- 
rock and paper, burlap and cotton cloth 
for bags. Each year, the railway hauls 
around 100,000 tons of beets. Out- 
bound, the M. & St. L. moves hundreds 
of carloads of granulated sugar and of 
beet pulp for livestock feed. 


Fast, Dependable Freight Service 


for Sugar Beet growers and manufac- 
turers has an increasingly important 
place in the efficient transportation, 
which for 77 years the M. & St. L. has 
provided for Midwest agriculture and 
industry. 


“/@e Minneapolis & St. Louis 


RAILWAY 


TRAFFIC OFFICES 





IN 36 KEY CITIES 











Later Week 


of jobs was 400,000 below the 2,600,09 
who were unemployed in June a year ago, [machin 

Durable goods showed the largest de. Boonsib 
cline in number of workers. This was dye 9 Wha 
largely to shortages of steel. 
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wages 


is often 
Autos, for example, were employing Just 0 
64,000 fewer workers in June than in i ges, 
January, 1948. Kating 
Radio manufacturers laid off som, “ tak 
workers because of a seasonal slump in setae 
output and some change-over in model ail ca 
Wages began in June to reflect third. | An a 
round settlements. Average weekly eam. [E between 
ings for 13,000,000 factory workers were ilustrate 
at a record high of $52.81 a week, up [ment, a 
about $1 from May. Settlements reached Record 
in July are not reflected in these figures, the follo 


so that the average now is slightly highe, | Base 
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POLITICAL SPENDING, f°“ 

: Food 

PUZZLE FOR UNIONS fe. 
Te . the hirec 

It still is not clear, after three cout [week tu 
decisions, how far unions may legally go Blof ‘nidie 
in spending their own funds to help elect for butel 
or defeat political candidates. Further [| Housi 
more, the question probably will not be cluding « 
settled in time for the coming campaign. [ithe hirec 
Final action by the Supreme Court prob- | Sunda 
ably will not come that soon. vided. TI 
Nothing has happened, however, to [iyeek anc 
prevent unions from using voluntary con- fhyext wee! 
tributions by union members in political ihe chore 
contests. It is this kind of money that is I A bon 
financing C1O’s Political Action Commit. [fnonth for 
tee, the AFL’s League for Political Edu- bonus, 
cation and other such groups. more tha 
The three court decisions leave the sit- Feipts; 5 | 
uation up in the air. cent of | 
One federal judge has ruled that butchered 
the Taft-Hartley Act’s ban on union ex- ffand feed 


penditures for political purposes is con- 
stitutional. He refused to dismiss indict- 
ments against an AFL union that spent 
money for newspaper political advertis- 
ing and for a radio political broadcast. 

Another federal judge held the ban 
unconstitutional. But here the question 
centered around the right of CIO to en- 
dorse a candidate in its weekly newspaper. 

The Supreme Court upheld the 
CIO’s right to endorse candidates in its 
newspaper, but did not pass on the con- 
stitutionality of the whole question. 

Since the issues were not the same in 
the two cases, a final answer will not 
come until the Supreme Court passes on 
the constitutional question. 


BIG INDUCEMENTS 
FOR FARM HANDS 


Farm workers are drifting into city 
jobs in increasingly large numbers. Off 
cial figures show that there were 981,000 
fewer persons employed on farms in June 
of this year than in June of 1947. Higher 
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a 
wages in the city and increased use of 
nachinery on the farms are held re- 
onsible for the trend. 

Whatever the reason, a good hired man 
soften hard to find. Farmers sometimes 
must offer many inducements, beside 


‘ating often involves some of the give 
ind take of industrial collective bargain- 
ig-mostly give—before a working agree- 
nent can be reached. 

An agreement recently entered into 
between an Lowa farmer and a hired hand 
illustrates the point. Terms of this agree- 
ment, as reprinted in the Congressional 
record from Wallace’s Farmer, include 
the following: 

Base pay Of $110 a month is pro- 
vided, with paydays twice a month. Term 
ofthe contract is one year. 

Food in specified amounts is guaran- 
teed. The agreement calls for supplying 
the hired man with three dozen eggs a 
week, two quarts of milk and a half pint 
ofcream a day, and two 225-pound hogs 
for butchering. 

Housing and a vegetable garden, in- 
cuding a potato patch large enough for 
the hired hand’s own use, are included. 
Sunday chores, in the evening, are di- 
vided. The farmer does them alone one 
week and the hired man does them the 
uext week. On Sunday mornings, they do 
the chores together. 

A bonus, guaranteed to average $15 a 
nonth for one year, also is provided. The 
bonus, computed as follows, could run 
more than $15: 5 per cent of egg re- 
ipts; 5 per cent of cream receipts; 3 per 
cent of butchered hog receipts. Hogs 
butchered for home use are not counted 
ant feed purchases are deducted from 
goss sales before the bonus is figured. 









HIRED HAND 
‘+-give and take or touch and go 
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wages, to get the man they want. Nego- | 











White Dot 


NO OTHER RESERVOIR DESK 
SET IN THE WORLD CAN 
MAKE THESE CLAIMS! 


@ Practically unspillable! Even if tipped over, the chances: 


are 100 to 1 that SAFEGUARD won't spill! 

@ Point always clean! Writes instantly, even after weeks 
of inactivity! 

@ The base performs the function of a fountain pen reser- 
voir, but it holds from 30 to 50 times as much as a 
pocket fountain pen—so refillings are spaced over 
the years. 

@ One dip writes hundreds of words! 

@ Holds a full bottle of SKRIP! 

@ Pen point doesn’t get gummed up! 

@ Evaporation practically nil! 

@ Instantly-interchangeable points! 

@ Economy! — Convenience! — Performance! — All on the 
PLUS side! . . . W. A. Sheaffer Pen Company, Fort 
Madison, lowa—Malton, Ontario. 


SHEAFFER'S 


SAFEGUARD 
Cleanest on Garth 


Safeguard, $12.50 
Others from $5.00 
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At the end of a sizzling August day 
what can better comfort and restore 
you than a cool, refreshing swim! 
Even if you don’t happen to live 
near the ocean or on a mountain lake, 
you still can enjoy an invigorating 
swim, in crystal-clear water in one 
of the pools now found in nearly 
every sizable community. Some 
pools are almost as big as a small 
lake. Others are small enough to 





go right into the back yard, where 
family and friends can have the time 
of their lives on hot summer days. 

Like so many other things that 
contribute to human well-being, most 
swimming pools depend on steel. Steel 
is used to strengthen the sides and 


bottoms of concrete pools, and for 


railings, ladders, diving towers anil 
other accessory items. Steel pipe 
brings in the supply of fresh water. 
Prefabricated swimming pools matt 
entirely of steel have been developed 
for home use. All that’s needed is 


have the excavation made to recelvé 


the pool, connect to the water supply, 
fill °er up—and jump in! Larger 





all-steel pools for community parks 


and playgrounds are on the way: 


BETHLEHEM STEEL 


SERVES THE NATION 
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Trend of American Business 








24th and N Streets, N.W. 
Washington, D.C. 


The market place is to win out over price controls for a while longer. 

Price provisions of the Truman anti-inflation bill will not be adopted. 

Price trend will continue upward into 1949. Uptrends in wages and raw- 
material costs are yet to be fully reflected in prices. 

Later on--next year--the boom will be tested. Buying power will be 
stretched to the limit. Then some sort of control may become necessary. 

But, right now, the mood of Congress is against a return to economic plan- 
‘ning. Hope still is that natural correctives will check the boom. 











Not everything will be left to chance and the market place. 

Part of the Truman plan may well be taken up. 

Credit controls are recommended by Mr. Truman. They have more appeal for 
Congress than other types of business controls. 

Bank credit would be controlled by allowing the Federal Reserve Board to 
raise reserve requirements against deposits in member banks. 

Reserve requirements against demand deposits in New York and Chicago banks, 
for example, could be raised to 36 per cent from the present 26. On time depos- 
its, they could go up from 6 to 10 per cent. 

Bank loans would tend to drop off as reserve requirements were raised. 

Businesses would then find it harder to raise funds. They would have to go 
slower. Eventually, the slowdown would fan out in the economy. 

This sort of second-hand control on business usually works gradually. It 
doesn't get in anybody's way too much, except, perhaps, the banks’. In its 
present mood, Congress may give the Federal Reserve this added power. 











Consumer credit would also be affected by these bank controls. 

Commercial banks now make 42 per cent of all installment loans. 

Mr. Truman would like to see specific controls on installment buying. 

Revival of Regulation W is part of the Truman anti-inflation plan. 

Regulation W set minimum down payments, maximum loan value and maximum ma- 
turity for installment loans during the war period. 

On automobiles, for example, the Federal Reserve required at least one 
third down, and, at most, a 15-month period to pay out the loan. 

Present terms are easier than that. Usual practice now on new cars is one 
third down and 24 months to pay. 

Tightening up would affect chiefly sales of durable goods--automobiles, 
refrigerators, stoves, washing machines, furniture, radios. 
el pipe Installment loans are at record levels. But they don't seem out of line 
weg when related to consumer incomes. Revival of Regulation W before the election 
ols matt seems less likely than tightening up on bank credit. 
veloped 
ded is 10 Selective price controls are highly improbable right now. 
) receive Holding down prices of a few things while others go free just wouldn't work 
- supply, well, Manufacturers would tend to shift to high-profit lines. There would be 
Larger endless trouble about wages in controlled industries. All the problems of the 
early OPA days would return. Price control setup would take months to get going. 

But it's just as well to know what Mr. Truman's price plan would do. 

Maximum prices could be set only for commodities important in the cost of 
living or in production. That definition could cover quite a group. 
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TREND OF AMERICAN BUSINESS--(Continued) 


A price roll-back to November, 1947 levels would mean decided cuts in re- 
tail prices of many commodities, except for most foods. A few examples: 

Men's suits of average quality would drop from around $50 to $45. 

Women's shoes, in the cheaper range, would be cut from $6 to $5.50 a pair, 

Bed sheets, now selling for $3, would be marked down to $2.88. 

Heating oil would be cut from 11.8 cents a gallon to 10.4 cents. 

Beef round steak would decline from around a dollar to 79 cents a pound. 

Most foods, aside from meats, are selling at close to November, 1947 levels, 

In the industrial field, steel prices, on the average, would be marked down 
from almost $75 a ton to around $64. 

Soft-coal price would be sliced from the present $16 a ton to $14.16. 

General impression is that the Administration would not want to put price 
ceilings on many products. Result would be an economy half controlled, half 
free. Price tinkering would lead, almost inevitably, to rationing, wage con- 
trols, mandatory allocations and priorities, more rigid export controls and so 
on. Congress is not yet ready to start such a chain of developments. 























Meanwhile, a broad rise in industrial prices is in the making. 

Prices of most factory products will be lifted to cover recent increases in 
raw material, labor, fuel, freight costs. These basic factors are lifting the 
whole fabric of industrial prices. 

Most of the basic metals have climbed on the price band wagon in the last 
few weeks. The parade now includes pig iron, steel, Scrap, aluminum, nickel, 
platinum and, last week, lead and zinc. And the end is not here yet. Chances 
are very good that copper prices also will be marked up in the near future. 

Effects of these increases are felt widely. For instance, the 25 per cent 
boost in the zinc price will show up in brass, die castings, galvanized prod- 
ucts. The 12 per cent rise in lead will run up prices of batteries, paint, 
cable coverings, tetraethyl for gasoline, and so on. Hikes in copper prices 
will affect building materials, electric wire and other electrical equipment. 

Metals and other industrial products have lagged far behind farm products 
in the general upsurge of prices since 1939. 

A narrowing of this spread now is likely. Industrial products are headed 
higher, and important farm products, such as cotton and the grains, are easing 
off. But Government supports will keep farm prices from sliding far. 

The over-all outlook is that manufacturers' and wholesale. prices will rise 
maybe 5 or 10 per cent in reflection of the third-round wage increases. 














On the retail side, consumers face new boosts in living costs during the 
rest of the year. Uptrend may be slower than it has been recently, however. 

Food bills will be slightly lower. Food accounts for about 44 per cent of 
the cost-of-living dollar now. So food trends are important. 

Rents and utilities will edge up a little more. 

Most clothing costs will mount. But shoes, hosiery, shirts may be cheaper. 

Fuel--coal and oil--may go even higher in price. 

Housefurnishings are still on the uptrend. 

Most other things, such as gasoline and tires, still are going up. 

What it all adds up to is that the small decline in food will not be suffi- 
cient to balance out the rises expected in other items. 














Personal incomes have a better chance of keeping up with the expected rise 
in living costs through the end of the year than for some time past. 

Wages will reflect recent increases in major industries. Taxes are lower. 

Business profits and dividends will stay high or go higher. 

Not everyone will do so well. Many white-collar workers and pensioners will 
find themselves in a tightening vise, as stable incomes meet higher prices. 

Current incomes will be stretched by using savings or credit. 

All in all, it looks as if the buying boom still has some distance to go. 
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* Single Buildings... 


1,000 to 190,000 sq. ft. 


integrated Groups . 
of Buildings for 


independent Operation. 
nt 


@ BUY OR LEASE ALL OR ANY PART OF THIS 
MAMMOTH INDUSTRIAL ESTABLISHMENT 


AT PROVIDENCE, R. I. 





* Land Sites from 
3Y2 to 22 acres. 


* The entire 43-building, 
100-acre water-front 
property. 





The property, formerly the Walsh-Kaiser Ship- 
yard, is located near the business center of 
Providence, R. I. Each operational group is 
served by rail spurs, utilities, loading facilities 
and nearby arterial highways. All buildings are 
equipped with heating and other facilities and 
cleared of production equipment. 

Sealed proposals are invited for the pur- 
chase or lease of any one or more subdivisions 
or for the property as a whole. All bids will be 
publicly opened and read at a time and place 
soon to be announced. Write to the address 
below for your notification of the final date 


yf 


iT. 





* Structures of every size and type are available for general manufacturing, ware- 
housing, assembling and administrative enterprises. Here is a rare chance for small . 
and medium-size businesses to acquire ready-to-occupy industrial space. Rich 
markets are accessible in every direction ... and raw materials and semi-finished 


products are readily available by land and water from surrounding territories. 


for acceptance of bids and for full details of 
the property including an illustrated brochure 
with plot-plans, photographs, dimensions and 
descriptions of the buildings. Personal in- 
spection of the property can be arranged at 
your convenience. 

This advertisement is not a basis for negotia- 
tion. War Assets Administration reserves the 
right to consider all proposals in the light of the 
applicable objectives of the Surplus Property 
Act and to reject any or all bids. Transfer of 
title will be subject to Executive Order 9908 
relative to fissionable materials. 


WAR ASSETS ADMINISTRATION 


OFFICE OF REAL PROPERTY DISPOSAL 


40 WALL STREET 








NEW YORK CITY 








Reg. U.S. Pat. Off. 
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PLAN TO RESTRAIN BANK LENDING 


Proposed Control by Increasing Reserve; 


Money and credit may be 
brought under new controls. 
Bank lending may be 
strained through an increase in 

reserve requirements. 

Consumer-credit control is be- 
ing considered. U.S. Treasury is 
likely to raise interest rates on 
short-term money. Discount rates 
probably will rise. 

Results of these moves could 
be felt throughout the economy. 


re- 


As a result of moves developing in 
Congress and executive agencies of 
the Government to get credit under 
control, this outlook is shaping up: 

Bank loans may be brought under 
control by raising the amount banks are 
required to put up with the Federal Re- 
serve System as reserves against custo- 
mers’ deposits. This would reduce banks’ 
capacity to lend, because more of their 
money would be tied up in reserves. 

Consumer credit may be brought 
back under federal control. This is being 
considered in Congress, but it might be 
blocked in the House. 

Interest rates on one-year money 
borrowed by the Government probably 
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MARRINER ECCLES 


+». in the end: A mild check without going so far as to stall the boom? 
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will be raised from 1’ to 14 per cent 
when the next batch of Treasury certif- 
icates comes up for refunding in October. 
This move is counted upon by federal 
authorities to result in tightening the 
whole short-term money market. 

Government bonds, however, will 
be supported at, or a little above, par. 
This will prevent interest yields on these 
long-term obligations from rising above 
the issue rate. 

Discount rates, the interest charged 
by the Federal Reserve System on money 
loaned to member banks, probably will 
be raised as soon as the Treasury in- 
creases its certificate rates. This is ex- 
pected to have at least some psycholog- 


ical effect in the direction of tighter 


money. 

These steps, taken in combination, are 
winning support as a way of putting a 
mild check on the expansion of money 
and credit, without going so far as to 
stall the boom. 

A higher reserve for banks is the 
step in this program that is counted upon 
most heavily as a restraint on inflation. 
It could produce effects that would be 
felt throughout the economy. 

As now written, the proposal is to give 
the Federal Reserve Board authority, dur- 
ing the next two years, to increase re- 
serve requirements by 10 percentage 
points on demand deposits and 4 per- 
centage points on savings deposits. The 
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JOHN SNYDER 


increase would apply to all of Feder, 
Reserve Systein’s 7,000 member banks 
which could be called upon for aboy 
$10,000,000,000 in additional reserves 

The 7,000 nonmember banks wou 
n0t be affected. This fact has caused My. 
riner S$. Eccles, a member and forme; 
Chairman of FRB, to oppose the pla 
even though he was the first to propos: 
the idea of an increase in reserve requite. 
ments, Mr. Eccles argues that all com. 
mercial banks should be treated alik 
The plan may yet be broadened to cove; 
nonmember banks. 

Member banks hold about 85 per cent 
of all commercial bank deposits. 

As it now stands, the plan for a higher 
reserve is a compromise version of a pro- 
gram offered last April by Mr. Eccles 
That program was in two parts, The firs 
was the same reserve increase now pr- 
posed in the compromise, except that 
Mr. Eccles wanted to apply it to al 
banks. The second part called for a “spe 
cial reserve” to be held by banks in th 





form of short-term Government securities 
The “special reserve” idea was opposed 
by Treasury Secretary John W., Snyder 
The modified plan, which drops th 
“special reserve” proposal, has the fil 
backing of the Truman Administratio 
and of at least a majority of FRB 
Thomas B. McCabe, new Chairman 
FRB, is for it. So is Mr. Snyder. 
In Congress, the idea of raising re 


THOMAS McCABE 
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give requirements is winning support 
som both Republicans and Democrats. 
senator Taft, top Republican policy mak- 
rin the Senate, is backing tighter credit 
ontrols. Representative Wolcott (Rep.), 
{ Michigan, chairman of the House 
ganking and Currency Committee, is re- 
sorted ready to agree to it. 

‘Behind the plan is the fact that, in 
the last year, bank loans have increased 
by $7,000,000,000. Outstanding loans 
rave reached a record $45,000,000,000. 

A check on the rise in bank loans 
would get at one of the basic factors in 
inflation, because lending tends to feed 
ihe spending stream. In effect, bank loans 
create new money. 

Reserves hold the key to how rapidly 
hanks can expand their loans. As a rule, 
hanks can make new loans only when 
they have excess reserves—that is, when 
they have more money in their reserve 
accounts with the Federal Reserve Sys- 
tem than they are required to have. The 
reason is that, when a bank lends money, 
itusually credits the borrower's checking 
account with the amount of the loan. 
The bank has to have reserves to cover 
that increase in its customer's deposits. 

Banks now can readily raise money for 
eserves against new deposits by selling 
off some of their holdings of Government 
scurities. All told, commercial banks 
own about $65,000,000,000 worth of 
these securities. Of this, about $14,000,- 
(00,000 is in short-term securities, and 
the remainder in long-terms. 

Higher reserve requirements would 
force most banks to sell securities to raise 
the money they would need for extra re- 
serves against the deposits they already 
have. Then they would have less leeway 
for creating new deposits through loans. 
Ako, they would be deprived of some of 
their earning assets. 

If the whole amount of the proposed 
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JESSE WOLCOTT 
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increase in requirements were imposed 
by FRB, some banks would be hard 
pressed to raise enough money without 
dipping into their portfolios of long-term, 
high-yield Government bonds. Most bank- 
ers dislike to part with these securities, 
because they pay 2% per cent interest 
and are riskless. 

Even if FRB were to apply only a small 
part of the proposed increase at the out- 
set, banks might be restrained to some 
extent in their lending. They would need 
to keep themselves fairly liquid to be 
able to meet a possible further increase 
in reserve requirements later on. 

To banks, the authority sought by 
FRB would mean this: 

In two cities, New York and Chicago, 
member banks must put up reserves of 
24 per cent against demand deposits and 
6 per cent against time deposits. Under 
existing law, the requirement on demand 
deposits could be raised to 26 per cent. 
Under the plan being considered in Con- 
gress, the requirement could be increased 
to 36 per cent on demand deposits and 10 
per cent on time deposits. 

In other big cities, requirements could 
be raised from 20 per cent to 30 per cent 
on demand deposits, and from 6 to 10 per 
cent on time deposits. 

Elsewhere, member banks’ require- 
ments could be raised from 14 to 24 per 
cent on demand deposits, and from 6 to 
10 per cent on time deposits. 

To the economy, effects of the plan 
for higher reserves would depend largely 
upon how rapidly FRB put the increased 
requirements into effect. With a moderate 
increase at the these results 
might follow: 

Bankers, with less ready money to 
lend and a possibility of having require- 
ments raised again later, probably would 
become more cautious, would screen 
their loan applications more closely. 


outset, 
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ROBERT TAFT 


. .. from the Republican side a willing nod? 


Customers, finding money harder to 
get from banks, might have to call off 
some of their spending plans. 

Businessmen, as is customary in a 
period of tightening money, might be 
more hesitant about expansion and _in- 
ventory buying. 

Interest rates might tend to rise. This 
is a usual result of a tightening money 
market. 

Government bonds could decline in 
price, requiring more support from the 
Federal Reserve System to keep them 
from falling below par. 

Other bonds, corporate and munici- 
pal, probably would follow Government 
bonds in any downturn in price. 

Thus, a chain reaction could be set off 
that eventually would affect nearly every- 
body in the country. However, FRB is ex- 
pected to take it easy in applying any 
new powers it gets. Its idea would be to 
set up only mild restraints on bank lend- 
ing. Neither FRB nor Congress wants 
credit controls used in a way that might 
halt the boom. 


REVIVED PRESSURE 
FOR A PROFITS TAX 


A revival of the excess-profits tax is 
being urged by President Truman, but 
the idea is getting a cold reception in 
Congress. Republican leaders have ruled 
out such a tax, at least for the remainder 
of the vear. 

Mr. Truman proposes the tax as: a 
“brake on inflation.” Senator. Millikin 
(Rep.), of Colorado, chairman of the 
Senate Finance Committee, insists the 
effect would be to retard production, 
aggravate shortages and raise prices. 

Mr. Millikin’s view is the one that pre- 
vails in Congress right now. However, 
the idea of a tax on excess profits is 
likely to keep bobbing up in Congress, 
especially if the Government runs into 
budget troubles. What proponents of 
the tax have in mind is important 
to business. 

Two plans have been getting atten- 
tion in Congress. 

One was offered by Treasury Secre- 
tary John W. Snyder, presumably with 
Mr. Truman’s blessing. It would revive 
the wartime tax, with modifications. The 
portion of earnings free of excess-profits 
tax would be 35 per cent larger than in 
wartime. In addition, there would be a 
$50,000 exemption. Effective rate would 
be 75 per cent. Revenue vield is esti- 
mated at $3,200,000,000 a vear. 

The other plan, proposed by Senator 
O'Mahoney (Dem.), of Wyoming, would 
use the same base and exemption as the 
Snyder plan. However, Mr. O'Mahoney 
would graduate the tax rate from 50 to 100 
per cent. Yield would be $4,000,000,000. 

Discussion will center around these 
two plans. For the present, however, such 
a tax is not in the cards. 


5] 
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ABOUT TERMS FOR Gi HOME LOANS 


Tightening of mortgage credit is mak- 
ing it harder for veterans to get loans for 
buying or building homes. Banks and 
other lending institutions are making 
fewer insured or guaranteed loans to vet- 
erans. In addition, larger down payments 
are being demanded. This is partly be- 
cause of relatively low interest rates in- 
volved, and partly because of the diffi- 
culty of disposing of these mortgages 
through secondary mortgage markets. 

A number of veterans, however, are 
still succeeding in financing homes. Some 
of these are financed under the GI Bill of 
Rights, others through mortgages insured 
by the Federal Housing Administration. 
The Veterans’ Administration is approv- 
ing GI home loans at a rate of nearly 
30,000 a month, This compares with a 
rate a year ago of about 51,009 a month. 
In addition, many veterans are getting 
homes entirely through private financing 
channels, without any assistance from the 
Government. These private lenders in- 
clude savings and loan associations, in- 
surance companies, banks and other in- 
stitutions. 


Is Congress making it easier for vet- 
erans to get loans? 

Not at this time. In fact, Congress has 
made it harder in some ways for veterans 
to get home loans, by dropping Title 6 
of the National Housing Act. Under that 
Title, no longer in effect, Government in- 
surance of mortgages could be obtained 
under more favorable terms and up to 
90 per cent of the cost of homes. 


What has Congress done to ease 
home-loan credit? 

Congress recently passed legislation de- 
signed to provide more financing for 
veterans’ homes by restoring in the 
Government a secondary mortgage mar- 
ket for VA and FHA-supported mortgages. 
This authorizes the Federal National 
Mortgage Association, a subsidiary of the 
Reconstruction Finance Corp., to buy 
some of these mortgages. But a number 
of restrictions are written around such 
purchases. 


For one thing, a lending institution can 
sell to FNMA only 25 per cent of its 
mortgages insured by VA or FHA since 
April 30, 1948. Thus, large amounts of 
old mortgages cannot be turned into cash 
to provide new loans. Big mortgages for 
apartments and rental developments can- 
not qualify for sale. And the mortgage 
holder must certify that each mortgage 
sold to FNMA covers houses that meet 
FHA building standards. Because of these 
and other restrictions, many lenders and 
veterans’ groups say that this secondary 
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market will be of little value in providing 
more credit for veterans’ homes. 


Even so, can veterans get home loans 
now? : 

Yes, if they can meet certain require- 

ments. But veterans must show that they 

have wages or other income to enable 

them to meet monthly payments on 

loans. 


Where do veterans apply for loans? 
A veteran wanting a home loan does not 
go directly to the Government. Instead, 
he goes to a bank, a savings and loan as- 
sociation, an insurance company or some 
other lender. In some cases, the lender 
will agree to put up the money without 
Government backing. But, if not, two 
types of Government financing are avail- 
able to qualified veterans who can get 
loans. One is a VA guarantee under the 
GI Bill of Rights, available only to vet- 


erans of World War II, and the other is ° 


FHA mortgage insurance, available to 
both veterans and nonveterans. 


In many cases, lenders now are unwilling 
to make loans entirely under VA back- 
ing. Instead, they are demanding that 
part of veterans’ mortgages be insured 
by FHA and the rest of it guaranteed by 
VA, with its lower interest rates. 


What is the difference between in- 

sured and guaranteed loans? 
FHA operates a system under which it 
backs up a home loan through a mutual 
insurance system. That is, the borrower 
pavs 4% per cent interest on the loan plus 
one half of 1 per cent as a mortgage-in- 
surance premium. Any losses through de- 
faults are paid off from this insurance 
fund, with no cost to the Government. 
But VA makes an outright guarantee of 
a certain share of a home loan that it 
backs. The borrower pays only 4 per cent 
interest on this loan. Any loss resulting 
for the Government is paid out of the 
U.S. Treasury. 


Is a down payment always required? 
The down payment is a matter that is 
worked out by the lender and the bor- 
rower. A year ago, it often was possible 
for a veteran to buy a home without any 
down payment. This usually involved the 
combined financing of VA and FHA. But, 
today, lenders almost invariably require 
veterans to make down payments. 


Up to how much can be borrowed? 
This varies in individual cases, and is 
decided by the lender. On a GI home 
loan, VA will guarantee up to 50 per 
cent of the loan, with a limit of $4,000 


to its guarantee. That is, it will bag 
$3,500 of a $7,000 loan, but no moy 
than $4,000 of a loan for more tha 
$8,000. 


FHA now will insure up to 80 per ce 
of its valuation of a home, based upq 
long-term values instead of current cos 
That means a limit of $8,000 on a houg 
valued at $10,000 by FHA appraises 
Slightly larger insurance sometimes cy 
be obtained on a new home approved }y 
FHA before construction starts ; 





How long a time is given to repay? 
In the majority of cases,*VA and FHP 
loans must be repaid in full in 20 year 
through fixed amounts of monthly pa.f 
ments. Some of these loans, however, ca § 
run for as long as 25 years. 





How large are monthly payments? 

The payments, of course, vary according 
to the amount of the loan and the nun-§ 
ber of years that it runs. Take, for e 
ample, the case of a veteran buying ; 
$12,000 home, with a $2,000 down pay. 
ment. That would leave a mortgage of 
$10,000, to be paid off in, say, 20 years, 
on which the Veterans’ Administration 
would place a guarantee of $4,000. The 
monthly payments of interest and repay: 
ment of principal would come to abut 
$59 a month. This would not cover such 
things as insurance and taxes. If this same 
mortgage were insured in part or in full 
by FHA, the monthly carrying charg 
would be higher. 





ban 





On what basis are appraisals made? 
For GI home ioans guaranteed under the 
GI Bill, appraisals must be made by per 
sons approved by VA. These appraisers 
check to see that the costs of houses do 
not exceed what is considered their “tee: 
sonable value.” Present high costs are 
taken into consideration in determining 
reasonable values. 


FHA appraisers follow a different method 
when determining the amount of this 
agency’s mortgage insurance.: Until re: 
cently, FHA appraisals could take into 
consideration necessary current costs. But 
the authority to approve this type of loan, 
under Title 6 of the National Housing 
Act, was not extended by Congress. Soff 
present appraisals must be based upo 
long-term values. This formula, howevet. 
has been eased somewhat to meet pres 
ent conditions. FHA’s appraisals put ett 
phasis on economic soundness. And val 
uation is based on prices that typical buy 
ers would be warranted in paying fr 
homes for long-time use or long-term I 
vestments. 
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T costs money to shut down 27,000 nylon 
twister spindles once a week to clean sludge 
ut of the bases and change oil. But a modern 
ylon throwing plant found it necessary because 
espindle oils they were using wouldn’t stand up 
t 14,000 r.p.m. spindle speeds. Even with this 
equent maintenance, spindle wear wasexcessive. 
That was before a Gulf Lubrication Engineer 
as brought into the picture and recommended 
ulfgem Oil, the world’s finest spindle lubricant. 
ow, no sludge, no excessive wear. Oil change 
tiod now every six weeks, instead of every week 


and then Gulfgem is clean and clear! Produc- 


method 
of this 
nti] re- 
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fow industry makes multiple savings 
with Gulf Quality Oils and Greases: 









NYLON HOSIERY 
MANUFACTURE 


Gulfgem Oil is one of more than 400 Gulf 
quality lubricants that are helping plant oper- 
ating men make multiple savings through re- 
duced down time, improved production, and 
lower maintenance costs. 

Make sure your plant is getting the advantage 
of all recent developments in scientific lubrica- 
tion. Write, wire, or phone your nearest Gulf 
office today and ask a Gulf Lubrication Engineer 
to call. 


Gulf Oil Corporation - Gulf Refining Company 
Division Sales Offices: 

New York «+ Philadelphia + Pittsburgh ° Atlanta 

Houston ° Louisville * Toledo 


Boston - 
New Orleans - 


Helps make machines 
produce more at lower cost 














Reg. U.S. Pat. Off. 








INDICATORS OF BUSINESS ACTIVITY 


Inflationary forces, which the Gov- 


ernment is trying to harness with 
new controls, are being stimulated 
by gains in spending, especially in 
construction and retail trade. 


Construction activity rose to a new 


record rate of $17,700,000,000 per 
year in July, compared with $17,- 
400,000,000 in June. 


Official estimates of new construc- 


Total 


tion for 1948 now put the total at 


$18,000,000,000, up 29 per cent 
from 1947, itself a record year. 


Earlier estimates had put the 1948 
total 20 per cent above 1947. Esti- 
mates follow, in billions: 

Over 1947 


1948 Per Cent Gain 

$18.0 29 

Private 13.8 27 
Residential rae | 35 
Industrial 1.4 -16 
Commercial 1.4 65 
Farm 0.5 ll 
Utility ae 22 
Public 4.2 35 
Educational 0.5 91 
Highway 1.6 30 
Hospital 0.2 178 
Sewer, water 0.5 36 


Records for all time will be set in 


1948, if estimates are realized, for 
all the private types listed above ex- 
cept industrial, which is below 1946 
and 1947. All types of public con- 
struction shown will set new 
records. Total public construction, 
however, will fall below 1941-43, 
when the Government spent billions 
for war plants. 


Consumers are spending confidently. 


(1935-39 = 100) 





THOUSANDS 


Where Employment Gains 
Are Biggest 


(CHANGES JUNE 1947 — JUNE 1948) 





WORKERS! MANUFACTURING 





Rétail-store sales rose to 
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Department-store sales for July will 


be close to and may exceed the June 
record of 313 on the Federal Re- 
serve index. Sales rose to 322 on 
the indicator below in the week 
ended July 24. 

a rate of 
$128,600,000,000 per year in June, 
up $1,400,000,000 from May and 
only 1 per cent below the April 
peak. 


Production, over all, still finds it hard 


to meet demand. Factory output, 
however, rose to 198.7 on the indi- 
cator below in the week ended July 
24, up from 194.7. 


Employment gains over a year agp 
shown in the top chart, follow the 
pattern of gains in business activity, 
Nonagricultural employment rose ty 
44,913,000 in June, up 1,100,009 
from a year ago. Manufacturing 
trade and construction «are centers 
- of activity. Government employ. 
ment reflects State and local con 
struction of public works. 

Inflation-control efforts of Congres 
are being directed toward hank 
credit and money supply. 

Bank loans rose to nearly $45,000. 
000,000 at the end of June, up 


$1,000,000,000 ~ in the © second 
quarter. 
Money supply grew to $165,800. 


000,000 at the end of June, w 
$1,700,000,000 in second quarter, 
largely the result of the rise in loans, 

New authority to increase reserve te. 
quirements of Federal Reserve 
member banks, if granted by Con 
gress, will give the Government 
added power to restrain bank lend- 
ing. Even if not granted, 
may be imposed by a further rise in 
interest rates. 

Prices, meanwhile, have paused in 
their rise on the Bureau of Labor 
Statistics wholesale index. The ris 
of 11 per cent in steel prices, how- 
ever, is not yet reflected. 

Credit control, if pressed by the Gov- 
ernment with new weapons, cal 
affect business activity by reducing 
the vital How of working capital, At 
this time, however, business activity 
gives no sign of faltering. 
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a result of federal court 


(OU CAN get information about how 


ear ago, 

llow the do business under the European Re- 
activity, [very Program from a booklet just is- 
t rose to Med by the Economic Co-operation Ad- 
100,000 istration. The publication, entitled 
icturing [§merican Business and European Re- 
center ay,” obtainable from Office of Infor- 


tion, ECA, 800 Connecticut Avenue, 
W.. Washington, D. C., advises busi- 
ssmen about procedures in getting in 
ich with buyers for Western European 
ntries and methods of obtaining orders. 


employ. 
cal con- 


Congress 
‘d bank 


* * * 
45,000. § 
une, uw fMYOU CAN obtain further advice on 
second Bling to Western European countries 
bm an informational bulletin released 
65,800. @ the House of Representatives Small 
une, up siness Committee. This bulletin, ob- 
quarter, Hpable from the Committee, Room 131, 
in loans. Huse Office Building, Washington, 
serve 1¢ BC. also gives information for Ameri- 
Reserve fp businessmen about bidding on sup- 
by Con: contracts with the U.S. Army, Navy 
ernment fd Air Force. 
nk lend: F 
restraint F - a" 
or rise in WOU CANNOT, as an employer, ex- 
t to escape responsibility for state- 
used in nts of one of your foremen who, as 
f Labor it of an antiunion campaign, says a 
The rise int may be closed down if the union 
es, how ffs an election and calls a strike. The 
ional Labor Relations Board decides 
the Gov- Rh a statement and the questioning of 
ms, Cal employe about voting intentions were 
reducing itair labor practices and interference 
pital, At h employes’ rights. The Board sets 
: activity fide an election lost by the union. 


+ * 


OU CAN, in making the income tax 
||™m of a company, sometimes take a 
luction for payments made to princi- 
stockholders for use of a secret for- 
la, even though the formula is not 
‘Tmented. The U.S. Tax Court rules in 
|| case that payments of this kind were 
+ a distribution of dividends to the 
Kholders, and thus were deductable. 
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* * 


OU CAN get some idea of the pro- 
ures to be followed by the Govern- 
et in renegotiation of certain defense 
tacts from a directive issued by the 
ttary of Defense. The directive ap- 
Bs to contracts for ships, aircraft and 
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hat you as a businessman CAN and CANNOT do 


and administrative decisions: 


YOU CANNOT expect to sell Gov- 
ernment-insured mortgages to the 
Federal National Mortgage Association 
under a plan recently approved by Con- 
gress unless certain conditions are met. 
The Reconstruction Finance Corp. an- 
nounces conditions under which banks 
and other lending institutions may make 
such sales. 


* * * 


YOU CAN, as a producer engaged in 
negotiations with a union, sometimes get 
NLBB to order a local of the union to end 
a work stoppage by its members, who 
refuse to handle your products at an in- 
dependent warehouse. In a ruling under 
the Taft-Hartley Act, involving unfair 
labor practices, the Board orders a distil- 
lery workers’ local to end such a sec- 
ondary boycott. 


YOU CANNOT always count on get- 
ting NLRB to postpone a collective-bar- 
gaining election in your plant because 
you plan to increase production and 
stabilize your working force. In one case, 
where there was some uncertainty about 
an employer's expansion plans, NLRB 
orders that an election be held imme- 
diately. 


* %*£ 


YOU CANNOT, in figuring an estate 
tax, avoid including in the gross estate 
the payments made to a widow under an 
agreement between her deceased hus- 
band and his emplover, in consideration 
for his voluntary retirement. The U.S. 
Tax Court rules that the value of such 
payments must be included in a gross es- 
tate, since the employer company was 
obligated to make the payments to the 
widow, 


+ <= — 


YOU CAN find out about 358 U.S. 
patents, formerly owned by nationals of 
enemy countries and seized by the De- 
partment of Justice, from ar abstract of 
the patents just prepared by the Offite of 
Technical Services of the Commerce De- 
partment. Most of the patents are avail- 
able for licensing to American firms by 
the Office of Alien Property of the Jus- 
tice Department on a rovalty-free non- 
exclusive basis. The list of patents 
port PB-88841) may be bought from 


ie- 
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| onclusions ¢ pressed in these paragraphs are based upon decisions and rulings of 
Dé and Government bureaus. In making their decisions, courts and bureaus consider 
on facts which, for reasons of space, cannot be set forth in detail. U.S. News & Wortp 
coon 7 O” written request, will refer interested readers to sources of this basic material. 
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your summer visits with us pleasant 
. cheerful, colorful furniture in the 


we have taken many steps to make | 
| | 


lobby . . showers that really work 


| 
. air-conditioned dining rooms. | 


Prospective visitors to New England 


are reminded that the completely 


modern Parker House with its cen- 


| 
| 
{ 
tral location, superior service and } 
fine food, is the ideal hotel head- | 


quarters for a stay in Boston. 


Parker House 


| 
| 
| \ New England Institution } 
Glenwood J. | 


Sherrard, President 











HUNDREDS OF NEW 
PROFIT SOURCES 


yours today in 
the new 1948 


treasury of 


“NEW PRODUCTS 
AND SERVICES” 


2 


This exciting new Journal of Com- 
merce 80-page handbook lists and de- 
scribes 1,000 new money-making lines 
by 750 manufacturers. Yours to use, 
sell, produce or compete with. Get 
your copy now—then follow the daily 
“New Products” column in The Jour- 
nal of Commerce. Your copy sent 
free with trial subscription of J-of-C 
— 78 issues for only $5. Mail coupon 
now—keep track of new profit sources. 
ee eee 


Tyial of Gist 


53 Park Row, New York 15, N. Y. 


Send me the next 7% issues plus my copy 








of “New Products and Services.’’ Check 
for 35 is enclosed. 

Name 

Address = 
City. Zone No. Rate... 
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The Hearst Newspaper J 
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hen fought for Deposit Insurance 








1d Small Saver 

























FROM AN EDITORIAL BY 


Wilttam Randolph Hearst 


PUBLISHED IN THE HEARST NEWSPAPERS, JANUARY 8, 1933 


“There is a widespread demand to have 
bank deposits guaranteed by the Govern- 
ment. 

“The Government of the United States 
has the greatest credit of any government 
on the face of the earth. 

“The people are anxious to be protected 
by the credit of the Government, which is 
their government —by credit which is really 
their combined credit. 

“Consequently the argument is continu- 
ally advanced that the Government guar- 
antee bank deposits. 

“Government which regulates the activi- 
ties of banks and inspects and supervises 
these activities should doubtless morally 
accept responsibility for the completeness 
and conscientiousness of such regulation 
and inspection, by guaranteeing the safety 












of the funds of those depositors who repose 
confidence in the effectiveness of the Gov- 
ernment’s supervision.” 


(VR ah 


Notice the date of the editorial above— 
January 8, 1933. That was two months before 
the New Deal took over in Washington and 
‘‘modestly” assumed credit for all progressive 
legislation then pending or projected. Since 
that date—and through the sponsorship of an 
anti-New Deal Senator—Federal Bank Insur- 
ance has become the law of the land. 

The Hearst Newspapers believe that Deposit 
Insurance has strengthened immeasurably our 
banking system. They will continue to support 
wise legislation |that encourages thrift, and 
promotes faith in our democratic institutions, 




















This Man Cant Stop Dishonesty 
BUT he ean stop 
dishonesty Zosses.4 


WHY? Because he is a trained 


Insurance Agent who can build a 
bonding program to protect your 
company from having to make up 
heavy losses due to embezzlement 
or any form of employe dishonesty. 
The current high rate of such losses 
makes it more imperative than ever 
for you to bring your bonding pro- 
There is a 


gram up-to-date. 


USF&G agent in your community 





who will be glad to analyze your 
bonding program, without obliga- 


tions. Consult him today! 





@ An employe may abscond 
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“Consult your Insurance 
Agent or Broker 








U.8.F.& G. 


United States Fidelity & Guaranty Co., Baltimore 3, Md. 
Fidelity & Guaranty Insurance Corp., Baltimore 3, Md. 
Fidelity Insurance Co. of Canada, Toronto 


as you would your 











9 
Doctor or Lawyer. 
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PARIS....BRUSSELS....LONDON.... 


>> Trade among Western European countries is to get a shot in the arm. 

Serious lag has resulted from exhaustion of credits by debtor countries and 
reluctance of all countries to accept each other's currencies. 

Proposal, now being weighed in Washington, would make ERP aid to creditor 
countries contingent on their granting further credits to their neighbors. 

These new credits would come out of funds which each country already has 
agreed to set aside in its own currency to match dollar aid received via ERP. 








Here's the way the new system would work: - 

Suppose Belgium is down for $100,000,000 in ERP aid, and expects to have a 
net credit balance of $40,000,000 with other ERP countries. In order to get the 
$100,000,000 in ERP aid, Belgium would have to grant $40,000,000 in Belgian 
franc credits to other ERP countries. Indirectly, ERP would underwrite Belgian 
exports to neighbors. And Belgium wouldn't be out a nickel. 

That's the main feature of the proposal to revive Western European trade. 

Meanwhile, existing debts of France, for example, to Belgium would be fro= 
zen. Debt moratorium would start everyone off with a clean slate. Later, when 





European trade is sufficiently revived and currencies are stabilized, the debt 
problem will have to be tackled. Thus, the evil day is put off. 

This plan, developed by the ERP countries themselves, isn't perfect. But 
Washington is expected to approve--to get Western European trade off dead center. 
Right now this trade is drying up. Clearing arrangements don't work because, 
for example, France owes everybody and everybody owes Belgium. And Belgium, 
having advanced $500,000,000 in credits to neighbors, has balked at advancing 
more. This deadlock must be broken. ECA knows the recovery program is doomed 
unless there is a decided pick up in mutual trade among ERP countries. ECA idea 
is to help them to help themselves and supply their own needs, where possible. 








>> A new type of U.S. aid to ERP countries is to be tried out. 

Export of industrial "know-how" from the U.S. to Britain is being planned. 

Technical advice, on both production and labor problems, will probably be 
proffered to other ERP countries as well. 

Idea is to show these countries how Americans might tackle their produc- 
tion problems. This advice, to be realistic, will have to take into account 
present shortages of labor, materials, and machinery. 

Stress, therefore, will probably be on plant methods, flow of material, re- 
arrangement of machinery, time savers for workers, and the like. 

American methods helped to bring about large increases in British coal pro- 


duction during the war. But this was done through use of much new machinery. 
(over) 
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WORLD COMMERCE=INDUSTRY=- (Continued) 


This sort of thing would be possible now only to a much smaller degree. 

Mechanization of mines, and other industries as well, has to move slowly 
while Britain exports as much machinery as possible. 

Furor has been kicked up in Britain by the announcement that American tech- 
nical advice would be sought. Political capital is being made of doing things 
the British way, of stressing quality before quantity. 

Second thoughts probably will be that advantages are possible from pooling 
of experience. Anyway, American advice doesn't have to be taken. 








>> It looks now as if Britain is to hit her export target for this year. 

The trend, so far, points clearly in that direction. 

British exports are up a third since Sir Stafford Cripps put real steam 
behind the export drive last September. By way of comparison, U.S. exports dur- 
ing the same period fell off, despite big loans and grants abroad. 

In June, British exports missed the record by just $13,000,000. That rec- 
ord was set in July, 1920--another period of very high prices. 

Gap between imports and exports is narrowing. Import excess was $600,000,- 
000 for the first half, as against $740,000,000 for the first half of 1947. 

Hope is that the gap can be kept to $1,000,000,000 for the full year. 
That's doubtful. Trouble is import prices are rising faster than export prices. 

Important point is that Britain is having such success selling goods to a 
world slamming doors on many types of imports. 





>> The answer lies in the types of goods Britain has for sale. 

Coal and steel are badly needed in most countries. Level of these exports 
is above year-end targets already. All that can be spared can be sold. 

Machinery, especially farm and textile machinery, pumps and internal-com- 
bustion engines, is in great demand. Even the U.S. buys British tractors. 

Trucks, locomotives, ships can be sold as fast as they are built. 

There aren't many sources for these types of goods. Britain is cashing in 
on a scarcity market. What's more, buyers don't have to pay her in dollars. 

* Dollar shortage has a good deal to do with Britain's export showing. 

British passenger cars are outselling American cars in world markets. One 
reason is that American manufacturers are not pushing exports. The other and 
more important reason is that dollars are scarce, sterling is plentiful. But 














bans on car imports are beginning to hit Britain, too, now. 

British textiles are wanted everywhere. But production hasn't been able to 
keep pace with domestic and foreign needs. Any big increase in over-all exports 
from Britain depends on getting out more textiles. Bottleneck is labor. 





>> Britain is selling a lot more to the U.S. than before the war. One third 
of British imports from the U.S. is now covered by sales to the U.S. Before the 
war, British goods paid for only one sixth of imports from the U.S. 

There's trouble ahead for Britain in the U.S. market. That's plain to see. 

The American boom can't go on forever. Now the British can sell such things 
as cars and tractors in fairly large quantities in the starved American market. 
But that wouldn't be so during a recession. Meanwhile, traditional British ex- 
ports to the U.S., such as fine cottons and worsteds and pottery, are not up to 
snuff because of labor shortages at home. The British would like to build up a 
surer, more Stable market in the U.S. as a depression hedge. 
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Thrills of Berlin’s flying coal heavers: 


4 near collision while carrying 9 tons 


WITH THE “AIR LIFT” IN GERMANY 


HAIN SPLASHED HARD against Cargo 
Plane 2609, of the 54th Alaska 
uadron, over Tempelhof Airport, 
Berlin. 


f “Preparing to land. Now at 1,100 feet, 
Duthwest of the tower,” said Lieut. B. F. 
nolle, of Houston, Texas. 

Back over the radio came Control 
ower's call: “O. K., 2609. Come in.” 
Just then, into the radio channel, came 

the voice of another C-54: “1,100 feet, 
buthwest of the tower, preparing to 
nd.” 

* Cargo Plane 2609’s crew peered into 
e dusk and rain. No plane was to be 
fen. It was but a minute, but it was a 

ng minute, until Control Tower radioed 

at the other plane safely had hit the 
nway. 

‘Cargo Plane 2609, with 9% tons of 

al, glided down a bare two minutes 

ter. Its mission, second of the day for 

e crew, was completed—except for the 

tum to Frankfurt, where another crew 

jould take over the ship for a 16-hour 
bur of duty. 

There was nothing sensational about 

e trip. It was made in moderately bad 

ather, an hour and 15 minutes from 
ein-Main field at Frankfurt to Tempel- 

f, Berlin. It had a bad minute of worry 

fore landing. 

) This was the emergency “air lift” to 
erlin. It was a routine performance, one 
at had been repeated, with minor varia- 
pus, 300 times that day at Tempelhof. 
t, beneath the routine, there are prob- 
ms and hazards. 

Before flying with the coal cargo from 
ankfurt to Berlin, I had sat for two 

Purs in another ship, a two-engine C-47, 
ith 3 tons of flour. The 47 lacked a 
ding-gear pin, and never did get off 
at day. I gathered that, without a pin, 
e landing wheels wouldn’t go down. 
t, as one pilot assured me, “That isn’t 

bad. You can ‘belly land’. a 47 and 
ver feel a shock.” 

Blt was clear, at any rate, that the ship 
ked a piece of equipment it normally 
ght to have. Statistics aren’t available, 
Ht it is apparent that most of the 110 
e47s on the American side of the air lift 
ld use a lot of new parts. One was 
ing for 10 days without a door. Some 
the ships are supposed to have been 
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around on D-Day over Normandy. But, 
as in dealing with women, it is not con- 
sidered polite to ask how old some of the 
47s may be. 

Their age and lack of modern speed 
do, however, affect the air-lift operation. 
That is why Gen. Lucius D. Clay has 
been demanding and finally getting the 
C-54s. They are newer, faster and carry 
more. 

The crews operating the air lift seem 
to be representative of all sections of the 
U.S. In addition to the lieutenant from 











Texas, 2609’s crew included Capt. Victor 
E. Fienup, from St. Louis; Master Sergt. 
W. D. Flockhart, from Vallejo, Calif., 
and Technical Sergt. William Superak, 
of Richeyville, Pa. 

They were typical of the lads who 
crowded into the lounge, off the opera- 
tions room at Rhein-Main. Some played 
chess, bridge or table tennis while they 
waited for a loaded plane to fly. Others 
slouched down in their chairs and slept. 
A German waiter brought hamburgers 
and black coffee. 

Many of the new arrivals kept up a 
steady chatter on where to go for food, 
how to get to the club, and who had a 
dollar to lend. Most of the group had 
left other stations on short notice for the 
new run. They kept regulars at Frankfurt 
busy digging up clothes to lend, arrang- 
ing for cashing of emergency checks. 

Jobs were settling down to 16-hour 
tricks, with 16 hours off. Flying up to 
Berlin took an hour and 15 minutes, 
through the U.S. air corridor over the 
Russian zone. Return, however, was 
down the British corridor, at an angle 





that made the trip a two-hour run. Load- 
ing and unloading cargo, refueling and 
getting into the block for take-off added 
extra hours, 

To make two round trips a day usually 
took the full 16 hours, after which a new 
crew took over the ship. The ships were 
running a three-round-trip, 24-hour day, 
on the average. 

Flying hazards, barring Russian inter- 
ference, were reduced to a minimum by 
instrument flying, careful schedules and 
contact with radio control towers at 
either field. 

Still, in a narrow corridor that could 
handle a maximum of 50 planes at any 
one time, there were plenty of “close 
misses.” On one bad-weather day three 
ships had to circle Rhein-Main for two 
hours, awaiting landing instructions. Due 
to a slip-up somewhere, it was discovered 
through the tower control that all three 
were flying at 8,000 feet, circling in the 
same area. 

In the early days of the lift, one ship 
came in with a motor afire, after the first 
plane had crashed with three dead. Fire 
extinguisher No. 1 had failed. No. 2 
worked, but the fire flared hot in the few 
seconds before it got into action. : 

While slip-ups were fewer than ex- 
pected, it was quite clear that the opera- 
tion was on a military, wartime scale, 
with the emphasis on speed. Cargo pilots, 
before take-off, were briefed much as in 
combat days. Huge charts showed the 
various types of Russian fighter and 
bomber planes, listing their special mark- 
ings and characteristics. 

Russian fighter planes were known to 
be in or along the corridor; it was just 
as well to be able to recognize them 
quickly. T. F. H. 


U.N.’s Palestine army 
of building watchmen 


LAKE SUCCESS, N. Y. 

LTHOUGH ITS FOUNDERS EXPECTED the 

United Nations to have an army 

at its disposal, the only armed force the 

organization has in the field now is a 

little group of building guards and civil- 

ian employes in uniform. This interna- 

tional “task force” has the job of helping 
to keep Palestine quiet. 

The U.N. might still be without an 
“army,” had it not been for Count Folke 
Bernadotte, the mediator in Palestine. 

When the Swedish Count succeeded 
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THEY HARNESS FIRES 
The singular feature of the 


G.oseE Automatic Sprinkler Sys- 
tem is that the FIRE itself 
brings into action the force that 
extinguishes it. 

It makes the FIRE act to de- 
stroy itself. 
GLOBE AUTOMATIC SPRINKLER CO. 


NEW YORK... .CHICAGO. . . PHILADELPHIA 
Offices in nearly ail principal cities 


THEY PAY FOR THEMSELVES 



















As you sit and read this impor- 
tant news of national and in- 
ternational affairs, may we re- 
mind you that more than three 
hundred and fifty thousand 


other subscribers are doing 


exactly the same thing. 


Advertisers in this magazine 
each week realize the full sig- 
nificance of such an important 


audience. 
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U.S. News & World Report 


Advertising Department 


30 Rockefeller Plaza, New York 20, N. Y. 
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MIAMI'S FINEST BAYFRONT HOTEL 
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DIVIDEND No. 154 





An interim dividend of sixty cents 
(60¢) per share has been declared 
on the capital stock of The Borden 
Company, payable September 1, 1948, 
to stockholders of record at the close 
of business August 11, 1948. 


E. L. NOETZEL 
Treasurer 
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in arranging the first truce between Israel 
and the Arab states, a few weeks ago, he 
sent a rush call to U.N. headquarters 
here for 50 guards. His request aroused 
a fever of activity. A lot had been said 
in U.N. sessions about establishing a 
security force, but nothing had been done 
about it. There was no force to send to 
Palestine. 

The New ‘York Police Department, 
hearing of the U.N.’s plight, offered to 
lend a group of its men for duty in Pales- 
tine. U.N. officials decided, however, 
that the organization should send an in- 





ternational force of its own rather than 
borrow New York policemen. The force 
of guards watching U.N. buildings and 
grounds would serve Count Bernadotte’s 
purpose; but, if 50 of them were sent, 
only 10 would be left to watch U.N. 
headquarters. 

High officials finally hit upon a solu- 
tion. They selected a few members of 
their guard corps as a nucleus, then is- 
sued a “call to arms” to civilians working 
for the organization. 

The civilians responded quickly. Clerks, 
translators, even junior professionals 
answered the call. The “task force” soon 
numbered 51 men, and it was genuinely 
international. Its members were nationals 
of the U.S., China, France, Australia, 
Canada, Norway, Sweden and Denmark. 
Each had served in the army of his own 
country. 

The United Nations “soldiers” were 
sworn in, dressed in distinctive uniforms, 
issued side arms for defensive pur- 
poses and were hustled off to Palestine 
by plane. 

Members of this “task force” acquitted 
themselves well in the field. They policed 
food shipments to Jerusalem, examined 
the credentials of persons who wanted to 
enter Count Bernadotte’s headquarters 
and otherwise guarded U.N. personnel 
and property. To date they have suffered 
one casualty: Private Ole Helge Bakke, a 
Norwegian, was killed by a sniper’s 
bullet, 

Now, with a new truce, there is talk 
of expanding the initial “task force.” 
Count Bernadotte is considering a force 
of 1,000 men to undertake broader mis- 
sions. Nucleus of the larger force is to be 
the 24 members of the original group 





who stood by at Beirut between » pend 0 


while the others returned to Lake Syd?” id 
U.N. Secretary Genera! Trygye J" ° 


in expanding the force for enlarged j os 
sions in Palestine, probally won't } ork “a 
to appeal to his civilian cmployes aim ae 
The U.S. has authorized the reenyj ils to 
of American citizens, and police com riking, @ 
sioners in various cities cre expected el base 
help line up enlistments. Other coun By afte 
belonging to the United Nations ar bliday Jo 
pected to encourage their citizens fl chee 
join up. pmans 
Secretary General Lie’s office noy arching 
making an estimate of the cost of gees br 
forming and maintaining a larger f enjoy tl 
and equipping it with side arms. ie Earlier 
and radios. * “"Bphtseeing 
Enlistment is not to begin, howege™P 


until the word comes from Count Begt-¥ing 


dotte at the front in Palestine. When get kn 
word comes, Mr. Lie will open the dq who 
to the new recruits, and the U.N, “gqgjommunis 
will be on its way. inutes | 
— ugs mille 
s red han 
ene ° e police 
Political shooting  gnicini 
, Bviously . 
a lesson to Italians)": 
nt to hi 
agugh on t 
OR MONTHS Salvatore Botti, coblfg Setves | 
has been advocating the shooting will te 

all Communist bosses. Today, few If '® 
ians would agree with him. Reper Just whi 
sions of the attempt on Palmiro Togliafe™ he d 
life have given them an inkling of ¥ Actually 


would occur, if the cobbler’s advices 
followed. 

Within an hour after the attack 
Communist boss Togliatti, Comm 
action squads were patrolling the st 
of Rome. Shopkeepers closed do 
under threat of having their st 
smashed and looted. Trolleys and b 
stopped operating. The Rome Cha 
of Labor declared a general strike. f 

A nation-wide protest _ strike 
ordered to go into effect at mid 
Only food stores would be alloweg 
keep open, and only until noon. 

News of the shooting had scat 
spread before downtown Piazza 
lonna became the scene of rioting 
tween milling crowds and moto 
police. Bands of rowdies roamed 
streets tearing up paving stones for 
munition. Individual fights broke ou 
over Rome. 

Some Romans put their cars into 
rages for fear of having them overt 
and wrecked. The timid stayed 















ordeal 
inion of | 
terior M: 
glued to the radio. But the majority Weted him 
out walking to see what was goingd thereby 
Romans are used to strikes and #Bnecessary 
learned to take them in stride, At noon 


though they don’t like them. lled off. 
The market place the next momTve aly 
was seething with indignation. "Mver solve 
prices had doubled and, in some @@@tti as he 
tripled. Thousands of little people, @bbler’s sh 
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end on their day’s sales to eat, went 














‘ween ry 
ake Sugg ae bootblack on swanky Via 
Trygve | bneto was hopping mad. He didn’t dare 
nlarged ork and he had no money to buy food. 
wens » Excelsior Hotel barber walked five 
loves a iles to work. He saw no reason for 
ic recruit ing, and, besides, he felt safe in the 
€ com " 


Hel basement where he had his shop. 
By afternoon, Rome had taken on a 
Niday look. Every store, bar and café 
»s closed tight. Thousands of idle 
mans wandered about the town 
aching for some trouble to watch. 
thers brought their children downtown 
enjoy the excitement. 
Farlier in the day I, too, had been 
bhtseeing. At one point I had to 
amper for safety from a platoon of 
b-swinging policemen. In my haste I 
. When} barly knocked down an old acquaint- 
n the qqgpce, who is a department head in the 
1, N, “gngqgommunist Party. We spent a lively five 
inutes together. When Communist 
ugs milled around us, I cowered behind 
s red hammer-and-sickle insignia. When 
he police charged by, he thrust me in 
'g nt of him, shielding himself behind my 
ibviously American appearance. 
ans When a lull came, I ventured to com- 
nt to him that all this seemed pretty 
yqugh on the average man. 
ti. cob Serves them right,” he laughed gaily. 
shootingt Will teach the Government a thing 
», few Ip two.” 
Repengg Just what it would teach the Govern- 
o Togliaent, he didn’t explain. 
ng of ¥ Actually the Government came through 
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's into ordeal with flying colors, in the 
overtu@Pinion of most Italians. Minister of the 
ved hterior Mario Scelba, it is felt, con- 
jority Weted himself with admirable restraint, 
going @d thereby saved Rome and Italy much 
and necessary bloodshed, 

ide, @At noon the next day the strike was 

lled off. 

t momA I've always said that assassinations 
on. "Yt solved anything!” cried Salvatore 
me “Mptti as he went back to work in his 
ople, @bbler’s shop. J. W. M. 
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Stability 


comes of 
many 


products 





Sure, dairying is big business in Michigan—but so are a lot of | 
other things. 
Michigan farmers aren’t tied to the ups and downs of any one 
product . . . they have a money crop all year round. Result: a’ 
STABILITY rarely found in other “upper third’ farm states. 
Many nearby market centers are another aid to stability. 
Michigan’s farmers are only minutes from markets. They spend 

less money in selling, savé more money for buying! 

And don’t forget age—Michigan is one of the oldest farm 
markets. Indeed, MICHIGAN FARMER has been carrying its 
message of better farming and better farm living for more than - 
a hundred years! 

This old favorite is still the favorite of Michigan’s farm families 


—four out of five read every issue. MICHIGAN FARMER 


Golden Crescent Stability 


... your best profit hedge 
in the farm market 





No farm area of equal size and wealth can ase 
match the stability of The Golden Crescent. Wichigan 
It has greater age, a greater variety of prod- farmer 
ucts. The nearness of farms and towns not 
only reduces marketing costs, but inspires 
a higher standard of farm living. Served 
by MICHIGAN FARMER, THE OHIO 


FARMER, and PENNSYLVANIA micHiGAN FARMER THE OHIO FARMER 
FARMER, The Golden Crescent safe- 





guards your profits through the ups and Saat: Keneing laa 
downs of the farm market. For further 

information write J1013 Rockwell PENNSYLVANIA FARMER 

Ave., Cleveland 14, Ohio. Harrisburg 

















Wallace Plan to ‘Fade’ After Vote ... Canadian Ho 
For the King?... British Fear of ‘U.S.-German Fro 


President Truman is being told by 
Democratic leaders that high and ris- 
ing prices are not loaded with the po- 
litical dynamite that he thinks they 
are. Returning members of Congress 
report less public resentment over the 
price situation than in 1946 when 
prices were much under the present. 


xk * 


Senator Robert Taft and House 
Speaker Joseph Martin are prepared 
to wind up the special session of Con- 
gress by or before Labor Day so mem- 
bers can have a full season in which to 
campaign. Mr. Truman is to be unable 
to keep Congress in Washington 
through the hottest political season to 
be used as a whipping boy. 


© (kOS 


George Allen, former White House 
jester and RFC board member, and 
Judge Samuel Rosenman, speech writ- 
er for the late President Roosevelt, are 
taking over more and more direc- 
tion of White House election strat- 
egy. Judge Rosenman, in preparing 
speeches and messages for the Presi- 
dent, is insisting upon short sentences 
and simple words in the interest of 
easy reading. 


x ke * 


Thomas Dewey will seek to pin on 
the present Administration much of 
the responsibility for the 1948 round 
of inflation because of its decision to 
pull back from credit tightening after 
acting early in this year to let interest 
rates harden and to discourage new 
mortgage lending. White House ad- 
visers at that time did not want to 
take a chance on any downward turn 
in prices and business activity for 
which the party in power might be 
blamed. 


xk * 


Henry Wallace is not so sure that his 
third party is a good idea, now that 
the Communists have managed to 
take over much of the party ma- 
chinery. Mr. Wallace intends to fade 
from the political picture after the 
votes are counted in November, but 
not before. 
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Whisp \ 


The Wallace vote in’ New York, 
Pennsylvania, Illinois, Michigan and 
California is expected by Progressive 
Party leaders to be big enough to end 
any chance Mr. Truman might have 
for election. A third party, taking 
more Democratic than Republican 
votes, can upset the theory that 
Democrats win when more than 52.2 
per cent of the eligible voters go to 
the polls. 


* & * 


George Marshall, U.S. Secretary of 
State, is getting tougher and tougher 
on issues of Russian policy as a pre- 
liminary to renewed talks with the 
Russians. Some officials have about 
concluded that the only way Russian 
leaders will negotiate seriously is when 
they feel a bayonet in their ribs. 


x k * 


John Foster Dulles, probable Secre- 
tary of State in any Dewey Cabinet, 
will favor new negotiations with the 
Russians in 1949 aimed at peace 
settlements in Europe. Mr. Dulles is 
not in favor of the present policy of 
permitting commanding generals in 
occupied countries to shape U.S. 
diplomatic policy. 


wie we 


U.S. military men, who have been 
shaping U.S. policy in Germany, 
favor rebuilding of a German military 
force as an offset to the Russians. The 
military attitude is that the Germans 
are more ready to take on military 
obligations than are the French, who 
are slow to make serious moves toward 
rearmament. 


5 ae 


Ernest Bevin, British Foreign Min- 
ister, is complaining privately that 
those who are shaping U.S. policy in 
Germany are trying to build a U.S.- 
German front. 


* *& & 


Hugh Dalton, who was dropped as 
Britain’s Chancellor of the Exchequer 
because of a budget leak, is being 
groomed by Labor Party officials to 
succeed Mr. Bevin as Foreign Minis- 










ter. Mr. Bevin’'s health is not tog 
and there is growing Labor Party, 
timent for a less rigid line in de 
with Russia. 



















































x * * 


Sir Stafford Cripps, British ¢@ 
cellor of the Exchequer and shap 
British economic policy, is d 
his heels on a program for lows 
barriers of trade inside Europe! 
British are wary of going all 9 
U.S. plans to use European Recomm 
Program dollars to underwrite a 
rency pool or a trading bloc of 
tions in Europe. 


t 


x *© * 


Paul Hoffman, administrator 
lions in aid to Europe, is irritate 
the competition of European 
to get U.S. dollars while, at the 
time, trying in every way to 
commitments, in return, to 
changes in trade and money-t 
practices that hamper revival @ 
change in Europe. 


x *& »* 


Some of Administrator Paul i 
man’s bright young men in the} 
nomic Co-operation Administ 
are getting into the hair of perm 
Washington bureaus in their att 
to slash red tape and to get t 
done without going “through ¢ 
nels.” Older bureaucrats are iif 
ways to get the newer bureat 
tangled up. 


* * ¥ 


Since the Russian blockade of I 
began, Premier Joseph Stalini 
quietly increased the number d& 
sian troops around the city from 
000 to 90,000. Most of the newes 
to the Berlin area are Moné6olié 
diers with combat equipment. 


x *k * 


A plan to build a semiperm 
home in Canada for the British 
Family is under consideration 
King and Queen would spend 
time each year in the Empires 
important Dominion, helping # 
to strengthen Empire ties. 
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